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NATIONAL POLICY AND ISSUES 


BRIEFS 


AIRCRAFT RESEARCH, PRODUCTION STRESSED--Beijing, April i9 (XINHUA)--China 
will speed up research and production of civil airplanes, the ministry o! 
aviation industry announced today. China will concentrate on planes for 
minor routes and special planes for agriculture and forestry during the 
Seventh Five-Year Plan (16-1990), according to today's "Economic Daily" 
reporting Hu Xitao, spokesman of the ministry. jsentence as received] 
Foreign investmcnt and advanced technology, he said, are welcomed. Local 
civil aviation companies approved by the Civil Aviation Administration 

of China can directly buy planes from the Ministry of Aviation Industry, 
the spokesman said. According to the Shanghai-based "Wen Hui Bao," the 
ministry has provided local aviation companies and departments with 397 
planes. The ministry will hold a sales exhibition in Beijing in September. 
[Text] [Beijing XINHUA in English 0651 GMT 19 Apr 85] 


CSO: 4006/201 








JPRS-CEA-85-045 
13 May 1985 


PROVINCIAL AFFAIRS 


INTERVIEW WITH LIAONING GOVERNOR ON ECONOMIC DEVELOPMENT 
HK120443 Beijing CHINA DAILY in English 12 Apr 85 p 4 
[By Staff Reporter Tang Jiaodong] 


[Text] Liaoning Province is handling its economy carefully by making a 
realistic assessment of its untapped potentiai. Though industrial production 
in the province has recorded the second largest annual turnover in the nation 
for some time, development is held up due to an imbalance in the economic 
structure, particularly as it relates to the varying rates of progress in 
industrial and agricultural sectors. 


Farm production is backward, and the grain output has lingered around 11.5 bil- 
lion kilograms annually since 1953. The state has supplied 1 billion kilograms 
of grain each year to help meet daily consumption needs. 


Governor Quan Shuren, who attended the Third Session of the Sixth National 
People's Congress, whi-h was concluded yesterday, told CHINA DAILY in an ex- 
clusive interview: "She situation is largely due to various historical reasons. 
Liaoning was also fettered by a rigid mandatory plan and its potential could not 
be fully brought into play. The crux of the problem lies at the disproportion 
within the province's economy, which is too heavily inclined toward heavy 
industries." 


Quan said that aiter certain readjustments, agricultural production has shown 
rapid growth. 


"In 1983, grain production increased to a record 14.85 billion kilograms," Quan 
said. "Though there were adverse weather conditions, Liaoning's grain output 
reached 142.5 billion kilograms last year. Liaoning has already asked the state 
to help find storage room for its surplus grain." 


Meanwhile, Quan said, Liaoning is still careful to maintain a moderate but steady 
growth rate in the industrial sector in which there is still enormous potential. 
This is aimed at building a well-balanced economy and achieving better economic 
results. 





As a consequence of this realism, the province's total output value of 
agricultural and industr‘al production increasei 11.7 percent last year. 


The growth of agricultural production was 9.1 percent last year, while the growth 
rate of industrial production was 11.8 percent. The progress in income per 
capita was 12.6 percent, and the government revenue increased 11.3 percent. 


"This growth rate,” Quan said, “conforms more with the actual situation in 
Liaoning Province, and is very helpful to balance the all-round development 
of its economy.” 


Tue growth rate of industrial production in the first two months this year 
was a steady 11 percent. 


Quan, 54, who has been the governor since April 1983, is a seasoned entreprenevr 
in the metallurgical industries. He said township industries in this province 
also are developing rapidly. 


"There are 824,000 specialized households in rural Liaoning, comprising 14.8 per- 
cent of the total rural population. The turnover of industrial production of 
those rural enterprises reached 5.12 billion yuan last year, 35.7 percent higher 
than in 1983." 


Quan told CHINA DAILY that Liaoning has been active in establishing cooperation 
with other provinces and areas. Some 3,000 of these cooperative projects were 
signed with counterparts all over China last vear, involving trade valued at 
860 million yuan. 


CSO: 4020/186 
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PROVINCIAL AFFAIRS 


YUNNAN'S 35-YEAR TECHNICAL DEVELOPMENT REVIEWED 


Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMIC PROBLEMS) in Chinese No 9, 
20 Sep 84 pp 1-9 


(Article by He Zhiqiang [0735 1807 1730]: "Revitalize the Economy by Relying 
on Science and Technology -~- Major Achievements and Prospects in 35 Years of 
Scientific and Technological Development in Yunnan") 


\Text] When welcoming the 35th anniversary of our Nationai Day, it is a 
meaningful task to look back at Yunnan Province's zigzag path of development 
in science and technology and the major achievements it has scored, to 
summarize our experience, determine any gap, and take a look at the future so 
as to borrow from our predecessors, bolster our curren’. morale and exploit the 
great power of scierce and technology, marching toward the depth and breadth 
of production for the sake of making new, greater contributions to Yunnan's 
economic and social development. 


I. The Zigzag Path 


Yunnan's scientific and technological enterprises have been developed under 
the conditions of a very weak foundation. When Yunnan was first liberated, 
what China had left for the people was only three dilapidated institutions of 
scientific research: the Beiping Botanical Institution's Kunming Botanical 
Station, the Nanjing Astronomical Observatory's Yunnan Working Station, and 
the Shanghai Metallurgical and Ceramic Research Institute's Kunming Station. 
The staff of all three numbered only 100 or so in ail, while technical 
personnel] numbered only slightly more than 30. Thirty-five years after 
liberation, the party has led the people in overcoming difficulty after 
difficulty and succeeded in writing on this "piece of blank paper," the 
territory of our China, the newest and most beautiful language and painting 
the newest and most beautiful picture. In particular, the sunshine and 
rainfall of the All-China Science Conference and the Third Plenary Session of 
the llth CPC Central Committee have given an unlimited lease on life to our 
scientific and technological undertakings and opened unprecedented vistas 
ahead. By the end of 1983, Yunnan Province already had 219 research 
institutions at various levels and in many categories with a fixed staff of 
13,682, of whom scientific and technological personnel numbered as many as 
6103,whiie scientific and technologica) personnel at the intermediate level 
and above numbered up to 2279. In the broad sense, the province now already 








has a scientific and technological army of more than 220,000; the local units 
under state ownership alone have 145,100 personnel in natural science and 
technology, of whom 20,600 are scientific and technologial personnel from 
minority nationalities. Compared to the pathetically few institutions of 
scientific research and scientific and technological personnel, this 
represents an inclaculable degree of development! 


Of course, during these past 35 years, the evelopment of Yunnan's scientific 
and technological undertakings has by no means been entirely smooth sailing; 
it traversed a zigzag pith, which may be generally divided into three stages. 


A. The First Stage: the 17 Years fromLiberation to the "Cultural 
Revolution" 


This was the period of the establishment, development and coninuted 
readjustment and consolidation of Yunnan's scientific and technological 
enterprises. During this period, our party put forward the slogans "March 
Toward Science" and "Realize a Technological Revolution". It forcefully 
promoted Yunnan's scientific and technical work and stimulated the development 
of Yunnan's scientific and technical undertakings. In summary, Yunnan's 
scientific and technical work during this period had these characteristics: 
One was the great development of institutions of scientific research. In 
1960, the provinces's scientific research institutions already numbered 108, a 
13.5~fold incease over the immediate post-liberation period. The definite 
foundation in agriculture, metallurgy, chemical engineering, machinery, 
geology, architecture, and light industry which Yunnan's research intsitutes 
enjoy today was established during this period. In order to strengthen the 
organizational leadership over scientific and technical work, the party and 
government established in 1959 a provincial science and technology commission, 
with the secretary of the provincial party committee and vice governor at the 
time serving as its chairman and vice chairman. 


A second characteristic was the the gradual growth of our ranks in science and 
technology. According to statistics compiled at the end of 1965, there were 
altogether 5901 persons in the province's scientific research institutions, of 
whom 2145 were scientific and technological personnel, representing an 
increase of more than 50 times over the pre-liberation period. This piece of 
precious land awaiting exploitation which was Yunnan attracted an older 
generation of scientists such as Cai Xitao [5591 1585 7118] and Wu Zhengyi 
[0702 1767 6965] as well as hundreds of young scientific and technical workers 
who were in their prime at the time. They abandoned their good salaries and 
comfortable lives in the big cities to willingly come to Yunnan and the border 
area to settle down in camps and tents to make a clear start and carry out 
creative work, making an outstanding contribution to the people. 


A third was the conspicuous achievements in basic work centered on a survey of 
our resources. The several major institutes established by Academia Sinica in 
Yunnan all began their work on a survey of our resources in gradually 
developing their undertakings in scientific research. Precisely because of 
the solid effort of our scientifi> and technical workers during this period, 
we have accumulate. rich data and obtained precious figures, and established a 
good foundation for learning clearly about Yunnan's biological resources, 








mineral resources, hydraulic energy resources and various other resources; 
many data and figures have been used down to the present. 


A fourth was the outstanding position our scientific research in agriculture 
has always occupied. By 1960, of the 16 scientific research units under the 
jurisdition of the province, 12 were engaged in scientific research in 
agriculture. In 17 regions, prefectures and municipalities throughout Yunnan, 
14 institutes of scientific research in agriculture were also set up. This of 
course reflected the narrow idea of "taking foodgrain as the key link" ina 
Simplistic development of our agriculture at that time. But. objectively, 
these numerous institutes of scientific research in agriculture also made 
contributions to the development of Yunnan’s agricultural production. From 
1949 to 1966, the province's total industrial output increased by more than 12 
times at a very fast rate; but during the same period our total agricultural 
output also increased by 2.1 times, with its proportion in the province's 
combined industrial and agricultural output still outweighing that of 
industry. 


From the above several characteristics, we can see that during the first 
stage, the develpment of Yunnan's scientific and technological undertakings 
was quite smooth. Nevertheless, the influence of the "left" during this period 
also often interfered with our scientific and tchnical work and there were 
also several minor setbacks. For example, from 1961 to 1904, our scientific 
and technical work was weakened during readjustment, with half of the 
scientific research institutions under the jurisdiction of the province 
dismantled or merged. Among scientific research institutions of the regions, 
prefectures and municpalities, only institutes for scientific research in 
agriculture were preserved; apart from the provincial science and technology 
commission and the municipal science and technology commissions of Kunming, 
Gejiu and Dongchuan, all other regional and county science and technological 
commissions no longer existed, and even the Yunnan branch of Academia Sinica 
was dismantled. Yet, because we implemented the spirit of the 14 articles of 
the CPC Central Committee on scientific research and the Canton conference, 
our scientific and technological undertakings were quickly restored and given 
development, and the enthusiasm of the vast ranks of our scientific and 
technical workers was not significantly dampened. 


B. The Second Stage 


During the "10 years of turmoil," the scientific and technological front, like 
any other front, suffered serious sabotage. Under the sedition of Lin Biao 
and the "gang of four," extreme rightist [as published] thinking became 
unprecedentedly rampant; the scientific and technological front bore its 
immediate brunt. According to their counter-revolutionary theory, science and 
technology were soaked in : ipitalist ideology; those who worked on scientific 
and technological modernizz ‘on were accused of resorting to "restoration of 
capitalism," whereas those engaged in science and technology were bourgeois 
intellectuals"; those who indulged in their professional undertakings were 
"following the path of trying to become white and expert"; the more knowledge 
one has, the more reactionary he becomes, etc. On the basis of this series of 
counter-revolutionary theories, once the internal turmoil got started, 
scientific research institutions suffered immedite devastation one after 
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Scientific research work in agriculture was the earliest, most extensive, and 
most actively pursued research work in Yunnan. Up to the very present, the 
province has established research institutions in all the major departments 
such as agriculture, forestry, animal husbandry, and fishery, and some of them 
have already achieved considerable research capability. For a long time now 
scientific and technical personnel have, around our socialist large-scale 
farming, performed a great deal of outstanding work. Speaking in terms of 
practical results, the common characteristic shared by all agricultural 
sciences is that they all have achieved conspicuous results in cultivating 
improved varieties. 


The cultivation of improved varieties is an important link in the development 
of our large-scale farming. For instance, in the case of rice, historically 
every time a new species is substituted, we are able to raise our production 
by 10 to 15 percent. Yunnan's climate, however, is complex, and its sub- 
environs for farming are salient; it is difficult to see any miracle emerge 
when all of a sudden high yield can be achieved throughout the province or in 
a considerable area. Therefore, to continue to raise newer and better species 
has always been stressed by Yunnan's scientific and technical workers, who, 
despite repeated setbacks, have insisted on diligently pursuing their foremost 
goals. Several decades of diligent sweating have reaped rich harvests, and 
Yunnan's forestry, animal husbandry, and fishery industries have all benefited 
from the development of improved varieties. As for the cultivation of 
improved varieties of major food crops, four new varieties of rice, which is 
planted throughout most of Yunnan, have been introduced since the 1960s. To 
facilitate adaptation to different climatic conditions, Yunnan has raised 
large tracts of improved varieties that ripen early, at an intermediate range, 
and late; in 1978 alone, the species that were promoted numbered as many as 
85. The most representative high-stalk rice, "high-yield improved variety 
Dali-Dianyu No 1," was developed jointly by the vast ranks of our seedling 
technology workers and the masses through long, insistent, and assiduous 
efforts. This species has scoreda yield of 2028 jin per mu, exceeding the 
world high-mark of 1969 jin per mu of high-stalk rice achieved by Japan; it 
received the province's first class scientific and technical achievement award 
in 1982. Improved varieties of corn and wheat, whose acreage rank second and 
third in Yunnan, have also been developed. Since the 1970s, we have imported, 
and successfully planted in many areas, an improved variety of Mexican wheat. 
In 1982, Qujing Prefecture organized and promoted more than 630,000 mu of 
hybrid corn, which yielded an average of 752 jin per mu, an increase of 179./ 
jin over the regular species. This item alone helped increase production by 
more than 114 million jin of corn, thus gloriously receiving the province's 
first class scientific promotion award. 


As regards animal species, through improvement by cross-breeding, the province 
now has more than 8000 species of various improved breed animals, including 
600,000 head of improved sheep and 25,000 head of improved cows. Cross-bred 
pigs now constitute 60 tO 70 percent of pigs in the commercial pig-producing 
areas, and we have in certain areas launched the practice of creating new 
varieties of cows through the use of frozen sperm, and supplying pig sperm 
uniformly. The milk cow of Dengchuan, through reform, can reach an output of 
2100 kilograms of milk per cow, a better than two-fold increase over that of 
local milk cows. In the Kunming area, we have succeeded in selectively 











raising Holsteins with an increase in milk output from 2491 to 4611 kilograms, 
an increase ot 74.5 percent. The improved pig species in Huize County has an 
average proportion of as much as 50.5 percent lean meat, an increase of 19.5 
percent over that of local pigs. 


With respect to forestry, Yunnan Province has already introduced a great many 
improved varities of trees for its fast-growing and abundant lumber forests, 
industrial forests, and charcoal forests, and is also able to provide 
complementary techniques for the scientific development of forestry 
production. Ti: province has from the very beginning paid particular 
attention to improved varieties in the cultivation of rubber trees. The high- 
yield asexual species has now achieved a dominant status in the province's 
rubber-tree forests; this has established a foundation for Yunnan's individual 
rubber-tree and per-unit area high yield. Consistent with Yunnan's location 
in the northern latitudes and the fact that most of its farming areas are 
characterized by radiating, declining temperature, scientific and technical 
worl.ers have developed the "Yunnan Sexual No 1" variety whose resistance is 
strong and whose yield is medium, and the "Yunnan 277-5," whose yield is high 
and whose resistance is medium, for large-area, multiple-area experimental 
planting. The development of Yunnan's rubber forests has broken through the 
conventional barrier for rubber planting, considered by the world to be 17 
degrees north latitude. This represents a contribution to the development of 
the world's rubber forestry as a whole. 


As for fish varieties, through a great deal of research and differentiation 
work, the province has already mastered the basic situation. Fresh-water 
fishes have a multitude of species, which can provide a varietal basis for 
developing water products of all water regions. In 1980, Yunnan imported from 
Taihu, Jiangsu, the small-nouthed silver fish to be raised in Dianchi Lake; in 
1982, they yielded 2.06 million jin of fish, and in %*983 this yield increased 
to 3 million jin, making up about three-fifths of the production of the silver 
fish throughout the country. This year the harvest amounted t% more than 1 
million yuan, thus succeeding in obtaining considerable economic results and 
at the same time opeing up a new venue for Yunnan to import improved fish 
species to develop the lakes on its plateaus. 


Yunnan Province's principal industrial crops, tobacco, sugar cane, and tea, 
have all developed better species through long periods of evolution. Large- 
leaf tea, which is Yunnan's special product, is an improved cluster which 
provides promising material conditions for expanded tea production in Yunnan. 
The "Red Flower Big Golden Circle," which was improved from the original 
species of "Yunnan Tobacco No 1," has a fine stalk pattern and a thick leaf. 
Its adaptability is strong, and it has been for a long time the improve2d 
variety that has enabled tobacco to enjoy steady production and high yields. 
Sugar cane, which has a long planting history, has been replaced with more 
than three generations of products. At present, a group of improved varieties 
which suit Yunnan's climatic characteristics has already been raised and 
imported, such as "Yunnan Sugar Cane 71/388" and others; its per-mu production 
and sugar yield exceed the national average. In 1978, the Hongguang Farm broke 
the existing record for per-mu production of sugar cane with a yield of 23.5 
tons, exceeding America's record of 16.3 tons for a 22-month period. 
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another; the scientific and technological wherewithal many comrades had taken 
great pains to build up became badly battered. Those individual scientific 
research institutions fortunate to have been spared from destruction have long 
remained in a semi-paralyzed state; most despicable is that a large contingent 
of scientific and technical personnel who had established laborious merit in 
the interest of the people became subject to persecution; some were locked up 
in "cow stables,™ some were sent down to the "cadres school," and some were 
put to all kinds of torture until they died in grief. 


During this period, under extremely difficvit conditions, many scientific and 
technical personnel by no means lost their high sense of responsibility to the 
people's cause; through various forms they carried out active resistance and 
struggle with Lin Biao and the "gang of four." Some adhered to study, some 
carried forward their previous research, some collected precious data at all 
cost, and some even ventured to carry out experiments. Why then, after the 
smashing of the "gang of four," under the guidance of correct policies, has 
our scientific and technical work been able during a few brief years to 
recover and develop so speedily? To a very great extent this is because when 
Lin Biao and the “gang of four" held sway, the vast ranks of our scientific 
and technical personnel still harbored deep in their hearts the strong desire 
to revitalize our science and technology as well as our economy. 


C. The Third Stage 


This stage consists of the period since the All-China Science Conference and 
the Third Plenary Session; this period has been the spring when bees and 
butterflies dance and birds and insects sing in our flowery garden of science 
and technology. The well-known Marxist dicta reiterated by Comrade Deng 
Xiaoping about "science and technology being productive forces" and 
"intellectuals being part of the working class" shattered the extreme leftist 
rallacies of Lin Biao and the "gang of four" and thereby set the basic 
theoretical tone for the development of our science and technology during the 
new era. Comrade Hu Yaobang suggested that, in order to quadruple our 
national output, we must rely first on policy and second on science and 
technology. Comrade Zhao Ziyang suggested that "our economic construction 
must rely on science and technology, and our science and technology must be 
oriented toward economic construction," which further enhanced the status of 
science and technology in our national economy and clearly set the overall 
Orientation of our economy and our science and technology. Looking at the 
situation in Yunnan during the past few years, the development of our science 
and technology not only is unmatched by what prevailed prior to liberation, 
but the conditions in the 1950s and 1960s also fall quite short. A brief 
summary of our scientific and technical undertakings during the past few years 
points up the following notable characteristics: (1) Along with the 
development of our economy and society, science and technology have become 
increasingly stressed by our leaders on the provincial party committee and in 
our provincial government. (2) Unjust, false and erroneous cases of litigation 
among our intellectuals have become rectified, and our party's intellectuals 
policy is now being gradually implemented. (3) Institutions of scientific 
research have now acquired their preliminary scale, funds for scientific 
research have increased, and our scientific and technical ranks have grown. 
(4) Scientific and technical management work has been greatly elevated, and an 














entire system of operations from scientific planning and project verification 
to the scrutinization of results has been established. (5) We have scored a 


great many achievements in scientific research and have harvested considerable 
economic results. Since the smashing of the "gang of four," we have not only 
gathered the results of the 1390 projects of scientific research prior to 1977 
but, beginning in 1979, we have started to report and give awards for 
scientific research achievements yearly. Since 1978, there have been 2675 
items of achievement in scientific research reported and submitted by the 
province, and 884 of them have received awards from the province. Major 
scientific and technological achievements submitted to the state science and 
techology commission by the provincial science and technology commission have 
numbered 473, 147 of which have been given national science conference awards; 
1 has received the natural science award, and 15 have received invention 
awards. Scientific and technological achievements submitted to the central 
ministries and commissions by scientific research units under the jurisdiction 
of the various divisions and bureaus, the various colleges and universities, 
and the various central ministries and commissions themselves have numbered 
737, of which 283 have won awards. Many scientific and technological 
achievements, when appiied to the promotion of production, have obtained 
considerable economic results. For instance, according to available 
Statistics, 145 projects in 1983 garnered investments of 15.29 million yuan; 
the net increase in vaiue that year was 133.15 million yuan, with an increase 
of 5.56 yuan in profit, an increase of 17.16 yuan in tax revenue, and a 
decrease of 2.89 million yuan in cost; not only was the investment entirely 
recovered, but there was an increase in net profit and taxes of 7.43 million 
yuan. (6) There has been a conspicuous improwement in our large precision 
instruments. This is an important material foundation for our scientific and 
technical work and an indispensable means for the development of new 
techniques, new craftsmanship, new products, and new materials. During the 
past few years, the provincial finance department allocated special funds to 
the pertinent research institutions to acquire large precision instruments, 
which resulted in a strengthening of the province's scientific and tec nical 
equipment. 


Through the above review, we may conclude that Yunnan's scientific and 
technical undertakings, after an early zigzag path, have passed through 
"childhood" and entered into the stage of steady development. In the past, 
even during unstable times, science and technology still directly or 
indirectly promoted the development of our economy and society. Hereafter, 
under the direction of the party's correct principles, our science and 
technology will surely become integrated even more closely with our economic 
construction and thereby promote its swift, vigorous development. 


Il. Major Achievements 
The 35-year era of Yunnan's scientific and technological development has been 


closely linked to its economic construction. Here we offer a summary of its 
major aspects. 


A. Agriculture Has Achieved Outstanding Results in Cultivating Improved 
Varieties 








B. In Order To Demonstrate Yunnan's Strong Points, Obtain in Industry a Mass 
of Influential Achievements 


Yunnan's basic industries are built on the foundation of its resources. Since 
the founding of our state, for the sake of turning our superiority in 
resources into economic superiority, science and technology have played a 
great role in all industrial realms and scored a series of influential 
achievements. Yunnan's non-ferrous metals are rich in resources, complete in 
varieties, and extensive in distribution; in particular, its resources of 
heavy non-ferrous metals occupy an important status in the nation. During the 
past 35 years, the surveying, designing, mining, selecting, and refining and 
processing of such non-ferrous metals have all launched a great deal of 
scientific research and adopted as many advanced techniques as possible, and 
hence achieved great development. In 1969, the province produced 2100 tons of 
non-ferrous metals; today, this production is close to 120,000 tons, an 
increase of more than 55 times. As for mining techniques, efforts have, 
according to the chracteristics of the resources, been made to study and adopt 
new techniques marked by high density, low gradient, and being mined from, and 
transported by, water. These techniques have exhibited great efficiency but 
incurred low costs, and they show considerable sophistication. Although ‘he 
level of Yunnan's underground mining techniques is still rather backward, it 
has already scored some results in the research-production of well-boring 
machines and liquid-pressure chiseling machines, which will be promoted. As 
for ore-differentiation techniques, because the rate of oxygenation Of the 
ores is rather high and their grains are fine, and fail into the category 
mainly of multiple-element alloys, the difficulty in differentiating them is 
enhanced. But, today, the province's overall ore-differentiation techniques 
and indicators already approximate the country's overall standards. Especially 
in the heavy-differentiation technique for tin ores, the technique of surface- 
differentiation of oxygenated ores through vulcanization, and combined ore- 
differentiation and the study of the art of combined refining differentiation, 
due experience and sophistication have already been achieved. As for 
techniques of refining tin snd copper, the provinces roughly approximates the 
advanced level of the couni.ry, especially in the study and application of new 
techniques such as the vaporization through high-temperature chlorination of 
tinless materials and the handling of the anode liquid of electrolysis, the 
province occupies a leading position in the country. Its study of the 
difficult differentiation of tin ores by the high-temperature chlorination 
method has won the third class provincial scientific and technoloical 
achievement award. Its success in using the "combined technique of copper 
anode mud differentiation-refining" has, during the past 3 years, a).together 
recovered 2000 kilograms of gold and 140,000 kilograms of silver, thus 
gloriously winning the first class provincial scientific and technological 
promotion award. In the study of precious metals, the province has during the 
past few years won more than 50 scientific and technological awards given by 
the state, and scientific and technological awards at the ministry level. 


The machine industry has also been one of Yunnan's traditional trades. During 
the early days of the founding of the PRC, while the machine industry, 
compared to other industries, had a definite foundation, its technical level 
was still backward. Modern science and technology and the machine industry 
have gradually converged, which is an important indication of the development 
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of Yunnan's science and technology since liberation. Today, the province has 
already produced machine industry products in 50 categories and 3500 
varieties. In the techniques for the production of many varieties of 
precision machine-tools and precision testing elements, and certain heavy 
mining machines aid electrical products, it occupies an advanced, or 
relatively more advanced position in comparison with similar trades elsewhere 
in China. Its individual products of especially fine quality have entered or 
occupied foreign markets. Since 1978, its machine trades have altogether won 
12 national scientific and technological awards, 21 ministry-level awards, and 
37 provincial-level awards, thus ranking first among industrial departments 
within the province. The "x4220-type" vertical engraving chisel" and the 
"jaser-fixed dynamic engraving equipment" are both rather influential 
products of scientific research. The "ring-shaped laser angle-measuring 
instrument" which passed the necessary appraisal in 1983 has already attained 
the world's advanced level in research-production technique. 


The chemical industry is a gradually developed superior trade which has used 
science and technology in exploiting indigenous resources. During the past 35 
years, the province has already acquired a fair foundation in the exploitation 
of chemical mines, chemical fertilizers, insecticides, basic chemical raw 
materials, rubber processing, coating materials, etc. The ratio of the 
province's total output value of the chemical industry has increased from 0.5 
percent to 11.1 percent, leaping from last place at the beginning of 
liberation to number fourth from the top. For the sake of exploiting its rich 
lignite reserves, the province has experimented on producing synthetic 
chloride by using gas produced from lignite, and succeeded in doing so; this 
served to pioneer the comprehensive utilization of lignite. The Yunnan 
phosphate fertilizer plant's heavy calcium workshop which was put into 
operation in 1982, is our very first installation for the production of 
phosphate fertilizers of high density using the wet method and phosphoric 
acid, with product efficiency at 40 percent, water at below 12 percent, 
and ionized acid >5 percent; this has received good comments in general. 
During the past few years, after technical transformation, the province's 
phosphate fertilizer industry has consistenly led the country in quality of 
product and quota consumption. The common calcium and calcium-magnesium 
phosphate fertilizer produced by the Kunming Phosphate Fertilizer Plant and 
the calsium-magensium phosphate fertilizer produced by the Guangming Phosphate 
Fertilizer Plant and the Yuxi Phosphate Fertilizer Plant have gloriously won 
the superior-quality title of the Ministry of Chemicil Industry. The 
province's calcium-magnesium phosphate fertilizers are sold as far away as 
Japan, and their quality has won an international reputation. 


Yunnan's energy industry has also experienced considerable development by 
relying on science and technology. Energy, as one of Yunnan's superior 
resources, achieved almost no development whatsoever prior to liberation. The 
foundation of energy industries such as coal and electricity was very weak. 
Since liberation, more than 80 coal enterprises have been constructed, with 
the province's coal production reaching 8.5 million tons and more. China's 
traditional mining method, seizure-type, has been reformed; the long-wall coal 
mining method, and soft protective scaffoldings, -shaped scaffoldings and 
water-level stratified coal mining have been adopted. In rock-chiseling, 
rock-dressing, and transportation in key mines, mechanized operations have 
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been instituted, as in most channel-widening the new techniques of using 
smooth-surface explosion, injecting of cement, and support with anchor-shafts 
are used. The new techniques of using reinforced mud fence, round-cylinder 
coal warehouse, gliding mold and laser indicator, etc., in the designing and 
construction work of the past few years have all achieved good results. The 
"three going-down" study projects of going down to the villages, the 
railraods, and water areas for coal mining have won a seond class provincial 
scientific research award in 1981. The rapid development of thermoelectric 
and hydroelectric power has given the province's industrial development 
abundant power. Today, Yunnan already has 7625 electric power plants of large 
and small sizes, with an installed capacity of 1.65 million kilowatts and 
yearly power production of 6.2 billion kilowatt-hours, representing 
respectively 126- and 121-fold increases over 1949 levels. Hydraulic power 
resources of eastern Yunnan have already been preliminarily exploited; efforts 
are now diverted toward the Jinsha Jiang, the Lancang Jiang, and the Nu River 
in western Yunnan, where more than 80 percent of the province's hydraulic 
power resources are concentrated, so that large-scale exploitation can be 
undertaken. Solar energy utilization has been a priority item in the 
province's scientific and technological promotion work in recent years. At 
present, the sunshine-gathering surface of solar-energy water-heaters has 
already reached 20,000 square meters, with the heat absorbed by each square 
meter equivalent to that of 200 kilograms of standard coal. 


C. New Science and Technology Spurs on New Industries 


Entering the 1°70s, Yunnan, taking advantage of newly developed sciences and 
technologies, established a series of knowledge-intensive, technology- 
intensive, low-consumption and high-value enterprises. Among them the 
electronics system has already acquired due scale; it constitutes a new 
industry on the rise with specialized attributes that promise excellent 
potential for development. 


Yunnan's electronics industry got off to a late start compared with similar 
industries in China. But because the province has closely grasped scientific 
and technological progress and reform in its production skills, its principal 
production facility, the Yunnan Electronics Equipment Plant, compared with 
Similar industries in China, shaped its own productive capability rather 
early. Importing Z-80 components, this plant has since 1980 begun to produce 
the YEE series of micro machines |weixingji 1792 0992 2623] and has also 
achieved some results in the study and application of micro-machine 
technology. It is now designated by the Ministry of Electronics Industry as a 
quota production plant. During the past few years, Yunnan's electronics 
industry has supplied high quality, reinforced minicomputers to national 
defense units, and measuring instruments, the first ever produced in this 
country, to scientific research units, also microcomputers, short-wave 
radios, industrial television sets, electronic measuring instruments, figure- 
controlled gasoline nozzles, micro-wave power supplies, etc., to various 
departments in the national economy, as well as television sets, television 
remote controls, recorders, etc., to the communications facilities of the 
whole society. The electronics technology has now penetrated into more and 
more departments, and the role of the electronics industry in China's 
modernization has become more and more fully demonstrated. 
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The provincial party committee and provincial government have responded with 
elan to the challenges presented by the new technological revolution. They 
decided first of all to get a handle on the promotion and application of micro 
machines and also, on this basis, to promote the development of Yunnan's new 
science and technology and new industries. The provincial government 
especially established a "Microelectronics Technological Development and 
Application Group" to uniformly organize the tasks of promotion for micro 
machines. 


D. Energetically Developing Investigation and Scientific Research with 
Respect to Organic anc Mineral Resources; Laying the Foundation for the 
Exploitation of Yunnan 


During the past 35 years, Yunnan has invested great contingents of scientific 
and technical forces in this regard, made sustained efforts, and achieved a 
general understanding of its "family stock" in organic and mineral resources. 


Prior to liberation, fewer than 20 minerals had been discovered in Yunnan. 
Today, among the world's many known minerals Yunnan has already found more 
than 110 kinds. In the case of over 70 of these, more than 80 production 
areas have launched various degrees of geological investigation and surveying 
work. According to deposits already explored, Yunnan's lead, zinc, tin and 
germanium rank first in the country; its copper, nickel, metals of the 
platinum family, phosphorus, sylvite, and lan [5695] asbestos also rank among 
the first; phosphorus, tin, lead and zinc, are particularly abundant. For over 
30 years, scientific and technical workers have consistently attached primary 
importance to the surveying and scientific research in respect to energy 
resources. Today deposits in coal already rank second among the southern 
provinces; after surveying, it was made clear that the province's water power 
potential amounts to 103 million kilowatts, capable of generating 71.16 
million kilowatts of electricity and ranking third in the country. Yunnan is 
Situated in a region well suitec to utilization of solar energy and, after 
years of observation, the exploitable solar energy of the province amounts to 
9.6 to 8.26 million tons of standard coal. According to geological conditions, 
the province has launched investigation and research into geothermal energy 
and has now learned that there are as many as 706 places where earth heat 
reaches over 25 degrees celsius, the daily total volume of hot water flow 
amounts to 830,000 cubic meters, and yearly volume of hot water flow may be 
equated to 1 million tons of standard coal. In addition to the above, there 
are also very rich wind energy and natural gas resources as well as regular 
energy resources. 


The investigation of Yunnan's organic resources has enabled Yunnan's lovable 
compexion to appear ven more clearly. In the country there are altogether more 
than 30,000 species, of which Yunnan has more than 15,000. In regard to 
botanical resources, there are almost as many as can be. Among them, there 
are as many as 200 species of usable fragrant oily plants, more than 1000 
species of medicinal plants, more than 160 species of fibre plants, and more 
than 160 species of starch plants. According to existing data, there are more 
than 230 species of beasts among Yunnan's animals that make up 55 percent of 
the country's total, 310 species of birds,that make up 64 percent of the 
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country’s total, and reptile and amphibious species that make up more than 37 
percent of the country‘s total. 


During the past 35 years, in the process of investigating Yunnan's resources, 
much theoretical research has been carried out and many results obtained. For 
example, through the province's 1:290,000 scale regional geological survey and 
research in geological sciences, a definite level has been reached in the 
study of Yunnan's geological structure, magma activity, and patterns of 
mineral formation. "The Geology of Gejiu's Tin Mines" won "Third Class Award 
in Natural Science"; the %1:500,000 Map of Yunnan Province" won the second 
Class provincial award in scientific and technological achievement. In the 
study of stratigraphy and paleontlolgy, the views of Yunnan's scientific and 
technical workers have been noted in international circles; it has now been 
learned that the Internatinal Earth Science Association, in its correspondence 
vote on the selection of a pre-Cambrian-Cambrian series “boundary 
Stratigraphic mold," vetoed the profiles entered byof all other countries and 
passed by a two-thirds majority the profile of China's plum-tree forest, 
Jinning, in Yunnan; this is an honor won by our earth science workers through 
their long periods of research. In the case of the study of China's botanical 
regions and systems, Yunnan's scientists, through the sorting, analysis and 
Summarization of great quantities of data, have advanced many new opinions; 
they have provided theoretical bases for the classification of our natural] 
regions, up to agricuitural regions and vegetation regions, and thus won the 
frist class award in scientific and technological achievement of Academia 
Sinica. The experimental ecology study involving an artificial rubber and tea 
community seeks to imitate the multi-strata and multi-species structure and 
functions of the ecological system of tropical rain forests and explore and 
master their laws. It has made specific discoveries and contributions in 
ecological theory and has won a second class award in scientific and 
technological achievement of Academia Sinica. In other aspects, such as the 
study of cell genetics, precise testing of world time, forecasting solar 
activity, etc., Yunnan has likewise achieved a definite level of competence 
and won awards in scientific and technological achievement, awards in natural 
sciences, and awards from the All-China Science Conference. 


Generally speaking, during the 35 years since the founding of our state, 
Yunnan's scientific and technological development has been rather fast; its 
achievements have been conspicuous; this has had a broad and profound, far- 
reaching impact on our economic construction and production. From the angle 
of science and technology, what is even more significant is that many 
foundamental and pioneering studies have been launched; the work they have 
undertaken has been quite solid, and the data and figures they have obtained 
are very precious. With the passage of time, these seeds full of hope will 
definitely bear rich fruit. 


IIIi. Prospects for the Future 


We must not only note the results we have already achieved, but also remain 
aware of the gaps that still exist. For example, with respect to agricultural] 
production, while the production level of our principal food crops has 
developed considerably, there is still a conspicuous gap when compared to the 
advanced levels at home and abroad. One reason is that our per-unit area 
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production is low and its rate of increase slow. Duriny the last 30 years, 
the province's yearly average per-unit rice production increased by only 6.2 
jin, that of corn, only 5.9 jin, and that cf wheat, only 1.5 jin. Our 
agricultural production conditions are inadequate and degree of modernization 
low; hence production is unstable and unbalanced. Yunnan's effective farm 
irrgation area makes up about 32 percent of its arable land, which is far 
below the national level. Arid land makes up two-thirds of this arable land, 
so there should be reason to energetically develop arid crops, yet the farming 
of arid crops has not been given the attention it deserves and thus the 
productivity of the arid areas has been rather low. The genera) trend of the 
past 35 years has consisted of 3 years of increase and 2 years or decrease, or 
3 years of increase, 1 year of decrease and 1 year of even production out of 
every 5-year period. Examples of individual high-yield models are rarely seen 
inside the country, but they are also rare cisewhere inthe world. Whereas 
the highest per-unit yielding counties have attained over 1200 jin, the lowest 
can produce only 191 jin. 


Yunnan's resources are abundant and its raw materials sufficient; many trades 
can gain far-reaching development to become Yunnan's new economic pillars. 
But, for many years, this was not the case. Take for instance the food 
industry, the "primary household" among Yunnan's industrial departments. Its 
proportion in the total output value of the industrial departments has 
increased during the past 35 years by only 0.9 percent. In foreign countries 
today, the industrialized production of food has adopted many new techniques; 
the processed proportion of agricultural and sideline products has been 
increasing steadily, as is the degree of processing. An overwhelming 
proportion of the food for daily consumption consists of products of the food 
industry. But our food trades have weak technical capabilities and old 
equipment; their techniques are backward anc they basically are still in the 
state of handicraft production. Most of their products are roughly processed 
primary goods whose varieties are monotonous, gjuantities limited, and quality 
not very high, and some of them cannot even attain the stancards required by 
public health. These can hardly satisfy the needs of the masses. 


Again, take the paper-making industry: Yunnan's paper raw materials are rich, 
and objects of medium and long fibre such as timber, Chinese alpine rush, and 
bamboos all enjoy superiority; yet its paper-making industry remains rather 
backward. 


To sum up, Yunnan's gap in economic power is in essence a gap in science and 
technology. That such gap has appeared has some ideological reasons. 
Historically, because it is situated ina border region of high mountains, 
deep valleys and inadequate tranportation, Yunnan has seldom communicated with 
the outside world and for a long time has remained in the state of "closed 
doors in self-defence." For this reason, it basically has had a closed-type 
of economy. Conservatism in economics leads to ideological conservatism; 
hence, the habitual forces of small production have remained strong even up to 
this day, as people merely follow conventions and established precedents and 
Stay put in their existing condition, thus hindering the development of 
science and technology. The Leftist influence of Lin HKiao and the "gang of 
four" has, like an invisible rope, for a rather long time tied up people's 
thinking. Even today, the phenomenon of people looking down on intellectuals 
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in society has still not been thoroughly eliminated; under such circumstances, 
the great role of science and technology can hardly be fully exercised. 


This gap in science and technology also has its roots in scientific and 
technical work itself. In the guiding ideology and approaches of our 
scientific and technical workers, importation and promotion have not been put 
in a primary posftion. Yunnan's culture is backward and its scientific and 
technical foundation weak; it is necessary to do some high-level basic 
research in certain realms where conditions permit. But the emphasis of the 
province's scientific and technical work ust be placed consistently on the 
importation and promotion of advanced science and technology. This rquires 
not only clarity in guiding ideology but also full demonstration in concrete 
work. The foremost task in Yunnan's scientific and technical work is to 
import domestic and foreign mature sciences and technologies for our use, 
realize a transfer of domestic and foreign advanced sciences and technologies 
toward this province, °nd a transfer of advnaced sciences and technologies 
within the province toward the border anu mountainous areas, 30 as to promote 
and apply certain scientific and technological achievements whose economic 
results are quite high in our economic construction. But we have for a long 
time consciously failed to do so. When science and technology are divorced 
from our economy, and when our scientific and technological achievements are 
divorced from promotion and application, they hamper the transformation of 
science and technology into direct productive power, and naturally also the 
people’s perception of science and technology as significant productive power. 
This has led to ‘the failure to foster a new trend that emphasizes science and 
technology in everything and relying on science and technology everywhere. 


The gap in science and technology also has some artificial causes. In the 
imp‘ementation of the party's intellectuals policy, there exist also not a few 
pr slems in Yunnan. The enthusiasm of the vast ranks of our intellectuals has 
not yet been mobilized; the decisive role of talented personnel in the 
construction of our "four modernizations” has not been commonly recognized. 
In particular, people still barbor some doubt as to whether Yunnan's existing 
forces in science and technology can shoulder the heavy tsk of achieving a 
"quadrupling of our national output value.” These factors have hampered us in 
exerting any great effort or spending a lot of energy on our intellectuals or 
in doing careful work on them; it also causes us to overlook tapping the 
potential of scientific and technological talents in our own province while 
trying to import a great many domestic and foreign personnel. Today, Yunnan 
has a vast scientific and technological contingent of more than 220,000 
personnel; if the enthusiasm of this contingent is not mobilized, there is no 
hope for revitalizing Yunnan's science and technology. We must shorten our 
gap in science and technology, and we must forcefully stress the gap in the 
use of our qualified personnel. 


As we speak of the gap in science and technology, we often overlook the factor 
of management. Actually, the gap in scientific and technological management 
really constitutes the greatest one. In the current system of scientific and 
technological management, there exist various malpractices concerning planning 
management, projects management, ccnditioned financing and achievement 
management, as well as personnel management. The forces of Yunnan's 
sctentific and technological ranks are scattered; they cannot form a fist; 
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breakthroughs in major scientific and technological projects have for along 
time failed to saterialize. Institutions for scientific research pile on top 
of one another, and research projects collide with one another; scientific 
research is divorced from production; talents cannot be circulated, and 30 on. 
@hen we scrutinize their causes, they all have to do with our backwardness in 
scientific and technological management. In our management system and 
management appraoches, carrying .ut reform in aspects that are not adapted to 
economic construction, that are not appropriate to yielding more and better 
results, that are unfit to fully mobilize the enthusiasm of our scientific and 
technical personnel and to utilize our talented personnel, has become a great 
concern of burning urgency. 


In international circles at present, the tide of a new technological 
revolution is rushing vehemently against the foundation of our traditional 
industries; we are keenly aware of this sharp challenge. In order to 
formulate Yunnan's long-range plans in science and technology, the provincial 
people's government has organized large contingents of scientific and 
technical personnel and spent more than one year's time to set up the contcurs 
of a plan for the development of science and techology in Yunnan. According 
this plan, by the end of the present century Yunnan's key trades must reach 
the national levels of the late 1970s or early 1960s; most trades and every 
region must reach the advanced level of the 1980s in general; certain superior 
districts must reach or approximate the international advanced level at that 
time. Most recently, the party Central Committee has already made a decision 
on advance exploitation of the southwest; we are situated right now on the eve 
of the large-scale exploitation of Yunnan and the southwest. In order to 
imp.ement well the central policy around the goal of transforming our 
s'periority in resources into economic superiority s0 as to help the masses of 
the people to become weli-to-do as soon as possible, we must keep in touch 
with reality and make new, uniform deployments in the development of Yunnan's 
science and technology as well as its economy. We wust proceed from the 
conditions of our resources, with the cities as the core, so as to establish 
economic zones each with its own characteristics and its own superiority. For 
instance, in the Kunming region we can establish an economic zone with 
chemicai industry and food industry as its points of emphasis; in Dali 
Prefecture we can establish an economic zone with the processing of non- 
ferrous metals as its point of emphasis; in Simao Prefecture we can establish 
an economic zone with the forest industry and development of tropical and 
Ssemi-tropical plants as tae point of emphasis; in Qujing Prefecture we can 
establish an economic zone with the coal industry as its point of emphasis, 
and 30 on. In agriculture, we must break down the Limitation of 
administrative divisions and, basing ourselves on the characteristics of our 
resources and climate and on the results of agricultural classification, 
establish seven to eight comprehensive farming districts to gradually turn 
administrative farming into scientific farming. From the above situations, we 
can see that in order to realize our scientific and technical as well as 
economic goals of development, the tasks Yunnan's scientific and technical 
work faces are greater and more glorious than at any time in the past. 


In order to shorten tho gap between Yunnan's science and technology and the 
advanced levels at nome and abroad so as to contribute to the exploitation of 
the southwest and realization of quadrupling of China's economy, we must 
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resolutely implement the Central Committee's basic policy that “in economic 
construction we must rely on science and technology, and science and 
technology must be oriented toward economic construction"; in particular, 
science and techology must be more attuned to the economy and production in 
order for Yunnan's economic development to be established on the basis of 
progress in its science and technology. At present, we must strengthen the 
unified leadership over the province's scientific and technical work, doa 
good job in the organization and coordination of "the five field armies," get 
a handle on key projects, and concentrate our forces in tackling key problems. 
We must unswervingly eliminate tne interference from the "left," 
conscientiously implement .the party's intellectuals policy, and fully 
mobilize the enthusiasm of our existing scientific and technical personnel. 
We must break down the departmental proprietorship of talented personnel, 
promote the circulation of this talent, and energetically import talents and 
techniques required by our province. Meanwhile, we must with the spirit of 
party rectification actively and steadily carry out reform in Yunnan's 
scientific and technical management syustem and management work, and promote 
among our scientific research institutions the practice of accepting contracts 
on internal projects and providing paid contracts on external undertakings. 
We must, through reform, enable our scientific and technical work to change 
from administrative management to economic-type management and from 
handicraft-type management to modern management, so as to integrate science 
and technology even more closely with our economy and promote our scientific 
and technical achievements and apply them to production as soon as possible. 
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13 May 1985 


PROVINCIAL AFFAIRS 


BEIJING TAKES STEPS TO ENHANCE TOURIST INDUSTRY 
OW191158 Beijing XINHUA in English 1136 GMT 19 Apr 85 


[Text] Beijing, April 19 (XINHUA)--Beijing's 50 tourist hotels were virtually 
fully booked by early April--a fortnight earlier than in past years, the 
city's tourism administration bureau director, Song Wencheng, said at a news 
conference on Thursday. 


Officials have predicted that 800,000 overseas tourists will visit the capital 
this year, compared with 657,000 last year and 200,000 in 1978. 


Song said that a special group had been formed to supervise the capital's 
tourist facilities, check the proficiency of guides and survey tourist 
attractions. 


More than 100 historical sites and scenic spots around Beijing have been 
opened to tourists, and travel restrictions in a number of outlying areas were 
lifted last month. 


Song said they were planning to introduce new activities and entertainment for 
overseas visitors. 


These included demonstrations of folk art and handicrafts, local food-tasting 
sessions, and enabling tourists to take part in shadow boxing and summer 
camping and honeymooning. 


Beijing authorities are planning to double the city's 50 tourist hotels to 
cater for 1,600,000 overseas visitors by 1990. 


In recent years, many new restaurants have been opened, serving food from all 
over the country as well as Japanese, French and Russian cuisine. A hundred 


shops are now selling souvenirs and gifts for tourist. 


Beijing plans to set up travel agencies in Japan, the United States, Canada, 
Western Europe and other regions. 


CSO: 4020/194 
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BEIJING MUNICIPALITY IMPLEMENTS WATER SHORTAGE MEASURES 
HK130718 Beijing CHINA DAILY in English 13 Apr 85 p 3 
[Article by Staff Reporter Jing Jun] 


{Text ]Businesses in Beijing which use water extravagantly and fail to install 
recycling facilities within 2 months will be fined up to 5,000 yuan or have their 
water supply cut off. And a rationing system is soon to be introduced in some 
residential quarters on a trial basis. 


New technology will be adopted to distribute water, reduce waste in agriculture 
and recycle industrial waste water. 


Construction of a new waterworks which will increase the tap water supply by 
170,000 cubic metres per day will be stepped up. 


Beijing Water Company and Water Conservancy Bureau has taken these emergency 
measures in response to the call by Vice-Mayor Zhang Baifa on Wednesday to combat 
the water crisis in Beijing. 


The Chinese capital's water supply has fallen to its lowest level in 12 years 
because of waste and protracted droughts. The two reservoirs outside the city 
area, major suppliers of water to Beijing, have been reduced to their lowest 
level in history. They are expected to be able to supply only 770 million 
cubic metres of water this year--a 26-percent drop from last year. City 
officials say Beijing will fall -short of 270,000 tons of water per day this sum- 
mer and measures to save water are the only solution to the problem. 


They point out that some factories are extremely extravagant in using water. 
One ton of beer produced by a Beijing brewery consumes 20 to 27 tons of water 
compared with 10 tons of water in advanced countries. 


The Beijing Dyestuff Plant, a big consumer of water, can recycle only 38 per- 
cent of the water it uses. 


For the past several years, Beijing has had a shortage of rainfall and periodic 
droughts. Three major rivers have been reduced to small streams. There are 

84 reservoirs in the Beijing area but only in two is the water level high enough 
to supply the city. 
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Some 25,000 of the 40,000 pump wells in the suburbs are unable to bring up 
water because the underground water table has dropped. 


"Beijing needs to get water from other places, but it will be costly and cannot 
be done quickiy. Citizens and enterprises must economize on water use for a 
long time," a city official said. 


Since 1983, the city's water company has been gradually reducing its supply 
to major industrial users, forcing them to conserve, a company spokesman told 
CHINA DAILY. 


Water shortage is a growing problem for many other Chinese urban areas. A survey 
of 236 cities last year showed there was a daily shortage of 12 mi'lion tons of 
water. And supplies of water will become even more strained as the economy 
develops, experts warn. 


CsO: 4020/186 
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PROVINCIAL AFFAIRS 


BRIEFS 


QINGHAI PROJECTS--Xining, 13 Apr (XINHUA)--Qinghai Province is putting up a 
potash fertilizer project with an annual capacity of 200,000 tons and an 
alkali sulfide workshop with a capacity of 3,000 tons, provincial officials 
said here today. This is an effort by Qinghai to make effective use of the 
Qaidam basin which includes 24 salt lakes with reserves of 60 billion tons. 
Other projects slated for coming years include: expanding a potash chloride 
workshop and building a mirabilite plant and an alkali sulfide plant in 
Lenghu area; ouilding a soda ash plant and a sulfide plant in Delingha area; 
building a potash fertilizer plant with an annual capacity of 1 million tons. 
The plant will also utilize lithium chloride, magnesium chloride and other 
side minerals. The provincial government welcomes cooperation by foreigners, 
overseas Chinese, compatriots from Taiwan, Hong Kong and Macao in developing 
the resources. [Text] [Beijing XINHUA in English 0739 GMT 15 Apr 85] 


CSO: 4020/186 
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13 Ma 
ECONOMIC DEVELOPMENT ZONES y 1985 


FUJIAN DISCUSSES USE OF STOCKS, BONDS FOR ECONOMIC GROWTH 
Fuzhou FUJIAN LUNTAN [FUJIAN FORUM] in Chinese No 1, 5 Jan 85 pp 28-29 


[Article by Lin Baoging [2651 1405 3237]: "A Study of Feasibility of Employing 
Stocks and Bonds in the Southern Fujian Economic Zone: Special Policies and 
Flexible Measures") 


[Text] The development of the Southern Fujian economic zone [SFEZ] and the 
creation of a pyramidal economic structure with the Xiamen Special Economic 
Zone [SEZ] as the apex are the keys to whether or not Fujian's economy can 
take off in the near or foreseeable future. In a commodity economy, one must 
first have cash funds before any form of productive activity can be 
undertaken. Thus funds for the multichanneled development of Southern 
Fujian's golden triangle are very important. In this article, I shall briefly 
present my views regarding the organization of stock companies and the use of 
stocks and bonds in order to diversify channels for fund raising. 


I. Can Stocks and Bonds Be Used To Develop the SFEZ? 


Stock companies, stocks and bonds can be used to assemble idle funds into a 
powerful capital force and form important levers for capitalist economic 
development. Yet stocks and bonds represent new things in socialist economic 
life. Last year, Sanhe Co, Ltd and the Yinhu Travel Center, Inc of Shenzhen 
and the Baoan County Joint Investment Co were able to raise 13.70-plus million 
yuan through stock sales, which events aroused much reaction and attention 
both domestically and abroad. Shenzhen was able smoothly to introduce stocks 
and bonds because the city possesses an excellent investment environment and 
because the city is an SEZ in which the state-capitalist economy plays the 
primary role. The question, therefore, is can the SFEZ can use stocks and 
bonds to raise development funds? 


I believe the answer to this question depends on what mode we use to develop 
the zone and, in the final analysis, on how great a role is permitted for the 
state-capitalist economy. This involves the issue of how to interpret the 
central authorities’ special policy vis-&vis Fujian. I interpret the 
"special policy and flexible measures" that have been adopted for Fujian to 
mean that the central authorities will allow Fujian great autonomy and 
flexibility in the reform of the province's economic structure, permit Fujian 
to develop state capitalist elements to a certain degree, grant Fujian greater 
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Capacity to absorb and use foreign and overseas-Chinese investment, and 
expects the province to become an introduction and transfer point for advanced 
foreign technology and modern managerial science and to take the lead in our 
nation's "four modernizations." The SFEZ is the province's strategic Link 
between the outside world and domestic society and should play a leading role 
in Fujian. Naturally, the zone differs from the Xiamen SEZ and cannot make 
state-capitalist economic elements primary. Yet cannot the zone adopt a 
multileveled structure in which "the socialist, public-ownership economy 
remains primary and is supplemented by the state-capitalist and individual 
economies"? Based on the above interpretation of the central authorities' 
policy, I believe that structure can be adopted. Once this condition is 
effected, we must adopt corresponding measures ‘n terms of the creation and 
use Of capital, of the distribution of profits, and of management, which means 
the establishment of stock companies and the use of stocks and bonds. 


Il. What Are the Positive Effects of Using Stocks and Bonds To Raise Funds? 


First, stock companies can be public, jointly public and private, and private; 
enjoy greater independence in management; and more easily and directly employ 
the scientific components of current capitalist managerial practices. 


Second, stock and bond denominations can be set as needed, and investment and 
mobilization are unlimited. 


Third, capital absorption is not limited to the zone, and stocks and bonds can 
be issued both within and outside of the zone. When conditions are ripe, the 
stocks and bonds can be issued abroad so as to establish financial and capital 


relationships with the international financial market and to lay the 
groundwork for making Xiamen an international financial center in the future. 


Fourth, the targets of investment are clearly determined, future prospects are 
easy to forecast, there is great selectivity, and fund raising for advanced 
projects is correspondingly easy. In certain respects, this approach to 
development projects is analogous to democratic elections: The best are 
chosen and supported. 


Even though there are many advantages to the use of stocks and bonds in 
raising funds, some comrades still believe that this approach is unnecessary, 
since domestic funds are already collected and supplied through bank loans. 


There are definitely some similarities in the way banks and stock companies 
assemble idle funds, but the funds these entities raise differ in nature. 
Banks assemble funds through loans, while stock companies raise functional 
capital (for the moment, we shall ignore the question of loans and company 
debenture). We shall also ignore for the moment the regional nature of bank 
credit planning and focus instead on long-term investment, and it is apparent 
that bank loans for this purpose must be repaid in accordance with the terms 
set forth in contracts, which means that enterprises are thereby limited in 
their ability to expand reproduction. Moreover, in accordance with current 
regulations, loans for capital construction can only be granted by the 
Construction Bank and thus are restricted by that bank's credit planning and 
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are limited in supply. Functional capital raised by stock companies, on the 
other hand, is different. The problem of repayment does not exist, and thus 
enterprises are not restricted in their ability to expand reproduction. 
Moreover, enterprises can still apply for bank loans if additional funds are 
needed. Thus it is apparent that, although banks have a greater capacity than 
do stock companies for assembling idle funds, bank loans are not as good as 
stocks and bonds for long-term investment. 


III. Can the SFEZ Make Use of Stocks and Bonds? 


First, in terms of geography, the zone's developmental strategy and objectives 
are oriented toward the outside world. International economists predict that 
the world's economic center will shift from the Atlantic to the Pacific basin. 
Thus some Chinese economists believe that the SFEZ may become a center of 
world economic activity and enjoys many exceptional advantages in terms of 
economic geography. Therefore, prospects for development are very bright, and 
the zone has already attracted widcspread attention both at home and abroad, 
which indicates that the zone can also arouse investment interest. 


Second, in terms of foreign investment, China is politically stable, will not 
change her open-door policy for a long time to come, has emerged as one of the 
few bright spots during the current global recession, possesses a market of 
one billion people and thus presents a great attraction for idle capital for 
which international outlets are urgently being sought. 


Next, the SFEZ is the ancestral home of many overseas Chinese, of people of 
Chinese descent throughout the world and of compatriots living in Hong Kong 
and Macao, and these people's enthusiasm for the revival of their home towns 
should not be underestimated. Nevertheless, we have made use of only 
independent capital, which has been narrow in scope, and little scope has been 
provided for small investments by overseas Chinese. If we could use stocks and 
bonds to mobilize such investment, all overseas Chinese and Hong Kong and 
Macao compatriots would be very receptive and enthusiastic. In addition, the 
zone is the home of many relatives of overseas Chinese, and thus remittances 
from the latter form an investment force that cannot be ignored. We can 
attract even more such remittances if we can provide more preferential 
treatment and link those remittances to the employment of the relatives of 
overseas Chinese. 


Finally, throughout Fujian rural savings accounts total 1.76 billion yuan, 
loans to villages amount to 1.23 billion yuan and thus the Agricultural Bank 
funnels 530 million yuan in funds out of the countryside. In the Xiamen area, 
rural savings total 78 million yuan, loans amount to 36 million yuan and fund 
outflows equal 42 million yuan. By the end of 1983, rural savings in the 
golden triangle reached 430-plus [million] yuan--or more than one-third of the 
provincial total--of which, Jinjiang Prefecture accounted for 300-plus 
million. (These figures are derived from the "Nongcun xindai, xianjin jihua 
zhixing qingkuang biao" [Tables of the Status of the Implementation of Rural 
Credit and Cash-Fund Plans], prepared by the Agricultural Banks of Fujian and 
Xiamen for 1983.) Thus there can be no doubt regarding the capacities of 
Fujian and Southern Fujian for rural-fund outflow. With proper guidance, many 
of these funds will become direct outflows. Consequently, with continued 
rural prosperity, the long-term prospect for rural-fund outflow is very 
bright, and thus the conditions exist for the experimental use of stocks and 
bonds» 
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AGGREGATE ECONOMIC DATA 


PROGRESS SHOWN IN SUPPLY, MARKETING COOPERATIVES 
OW191144 Beijing XINHUA in English 1133 GMT 19 Apr 85 


[Text] Beijing, April 19 (XINHUA)--More than 80 percent of China's rural 
households have joined supply and marketing cooperatives, according to today's 
“COMMERCE JOURNAL." 


Share value rose to 1,120 million yuan in 1984, an 80 percent increase over 
1983 and 200 percent over 1981. 


In 1984, rural supply and marketing cooperatives and peasants pooled 560 
million yuan to set up 8,106 processing plants and transport and service 
facilities. 


The supply and marketing cooperatives handled last year more than three 
million tons of cereals and oils, 800 million yuan worth of meat, poultry and 
eggs. There were 2,488 new trading centers set up in 1984 and they had a 
tutal turnover of 3,720 million yuan. 


More than 80 percent of the coops have entered into joint management of 
processing plants and services with 4.9 million peasant households, 4,000 
specialized teams and rural township enterprises. Business turnover from 
these joint ventures reached 3,68 [figure as received] billion yuan in 1984, 
more than double that of a year ago. 


The coops trained six million rural technicians and issued 280 million yuan in 
loans to peasants to develop production. 


CSO: 4020/194 
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ECONOMIC MANAGEMENT 13 May 1985 


DEVELOPMENT OF SOUTHWEST, YUNNAN'S ECONOMY DISCUSSED 


Kunming JINGJI WENTI TANSUO [INQUIRY INTO ECONOMiC PROBLEMS] in Chinese No 10, 
20 Oct 84 pp 1-7 


[Article by Li Qiaonian [2621 0829 1628]: "Develop the Great Southwest and 
Accelerate the Development of Yunnan's Economy"] 


[Text] Early this year, the leading comrades of the central authorities have 
put forth the strategic concept of developing the great southwest ahead cf 
schedule. This is a major tactic in the current macroeconomic policy deci- 
sion in our country, and is a great tiding which the broad masses of cadres 
and people of the various provinces and regions in the southwest have looked 
forward to for a long time. Conscientiously studying and exploring as well 
as actively doing well all kinds of preparatory work, and gradually trans- 
forming this strategic concept into a reality are extremely important to the 
development of the economy of the southwestern region and the whole country. 


The Strategic Significance of Developing the Creat Southwest 


The development of the great southwest embraces extremely important strategic 
significance. It is a major strategic policy decision for realizing the grand 
strategic goal proposed by the 12th CPC Congress on quadrupling the gross 
value of industrial and agricultural output and on attaining a level of com- 
fort in the per capita national income by the end of this century. Although 
the economy of the southwestern region still constitutes a rather small per- 
centage in the economy of the whole country at present, yet, the region has 
very abundant natural resources and very great production potential. The 
speed of its development can surpass the average level nationally and even 
that of some coastal provinces and municipalities. In particular, such out- 
standing items as hydroelectricity, coal, nonferrous metal, steel, phosphorus, 
timber, rubber, flue-cured tobacco, mulberry silk, and rapeseed will play 
more and more important roles in the development of the economy of the whole 
country. We can say that, without the corresponding development of the econ- 
omy of the southwestern region, it will be difficult for us to realize the 
grand strategic goal for the whole country. The development of the great 
southwest is also necessary for bringing into fuller play the role of the 
advanced coastal region and enabling these regions to prosper first. The 
development of the economy of the coastal region is inseparable from the 
reciprocal support from the southwestern region. Many raw materials and some 
energy resources are supplied by the southwestern region. The southwestern 
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region also provides a broad market for many commodities from the coastal 
‘region. With the launching of the economic and technological cooperation 
between the southwestern region and the coastal region, a relationship in 
which one cannot develop without the other has become more and more obvious. 
In tact, the southwestern region and the coastal region provide the factors 
and the prerequisites for each other in their economic development. The 
development of the great southwest is also a necessity for urging on the 
further rationalization in the arrangement of the productive forces through- 
out the country and for obtaining the best socioeconomic results. Due to 
protracted historical, social, and natural reasons, as well as the situation 
of work, there is a great gap between the coastal region and the hinterland, 
particularly the southwestern, northwestern, nationalities and border areas, 
in terms of infrastructures, technological and management levels, economic 
and technological targets, per capita gross value of industrial and agricul- 
tural output, and national income. In spite of the effort for over 30 years 
since the nation's founding, we have still failed to bring about a funda- 
mental change in the irrational arrangement of the productive forces. To 
develop the great southwest in a planned manner, we must, while emphasizing 
properly the building of the coastal region, appropriately accelerate the 
development of the economy of the southwestern region. In this way, we can 
gradually shift the strategic arrangement in our country from the east to 
the west, gradually narrow the gap between regions and attain the best socio- 
economic results accordingly. The development of the great southwest is also 
necessary for further consolidating the frontier defense and for strengthen- 
ing the unity among nationalities. The southwestern region not only is the 
strategic rear of the motherland, but is also the outpost of the frontier. 
It borders many Southeast Asian countries and faces the provocation and 
threat of the small bully--Vietnam. The southwest is also a region of many 
nationalities where different socioeconomic foundations and multilevel pro- 
ductive forces exist. Therefore, appropriately accelerating the economic 
and cultural development of the southwestern region, in particular the 
minority nationalities area and the border area, enabling the people of 
various nationalities to become well-to-do, and strengthening the economy 

of the southwestern region are all of important strategic significance to 
further strengthening the unity among nationalities, consolidating the 
border defense and preparing to meet the hegemonist war provocations. 


Yunnan is an important component part of the great southwest, having an im- 
portant strategic position and role. Its land area constitutes 15.2 percent 
of that of the great southwest (which includes Guangxi and Xizang--same be- 
low) and 4.1 percent of that of the whole country. Its population consti- 
tutes 16.2 percent of that of the great southwest and 3.25 percent of that 
of the whole country. Its gross value of industrial and agricultural output 
constitutes 15.1 percent of that of the great southwest and 1.77 percent of 
that of the whole country. It also embraces the following outstanding 
characteristics in the economy of the southwestern region: 


First, Yunnan has an abundance of natural resources, whether in energy re- 
sources, mineral resources, biological resources and tourist resources. We 
can say that, with the exception of not having yet discovered (although the 
hope is also very great) a large reserve of petroleum resources, it has all 
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the basic natural resources necessary for modernization. Rarely found 
throughout the country, this can be called an important treasury for re- 
sources in our country. In particular, the development of hydroelectri« 
power, nonferrous metal, lignite, phosphorus, rock salt, timber and tropical 
crops not only can fully satisfy the needs of the province itself, but can 
render relatively great contributions economically to the whole country. 
Second in the country, the hydroelectric power resources which can be devel- 
oped constitute 18.7 percent of the volume which can be developed of the 
whole country. The province ranks first in the country in the reserves for 
lead, zinc and germanium, constituting 19 percent, 23 percent and 19 percent 
of the reserves of the whole country respectively. It ranks third in tin, 
copper, platinum and nickel, constituting 37.3 percent, 13.1 percent, 15.2 
percent and 8 percent of the reserves of the whole country respectively. 

It also has considerable reserves of antimony, mercury, silver, uranium, 
bauxite, cobalt, and gold. It ranks first in the country in the reserve of 
lignite of the tertiary period. In addition, the lignite is not buried deep 
and is convenient for opencast excavation. It is a good raw material for 
developing the coal chemical industry. The province is one of the best in 
the whole country in phosphate reserve, and is one of the three major phos- 
phate mining bases in the country. It ranks second after Sichuan in the 
reserve of rock salt. Its volume of forest resources constitutes 10.6 per- 
cent of the total volume of the whole country, and the province is one of 
the key forestry regions in the whole country. The province has 14,000 sq km 
of tropical land, constituting 28 percent of the tropical land throughout the 
country, providing a fine environment for growing such tropical crops as 
rubber and having important economic value and scientific research value. 
The further development of such economic crops as tobacco, sugar, tea and 
mulberry silk will yield even greater contributions to the development of 
the economy of the whole country. 


Second, the extent of development of Yunnan's land resources is still rela- 
tively poor. Since the nation's founding, due to all kinds of subjective 
reasons, Yunnan has all along failed to be a focus of development in the 
whole country. Many valuable resources are still lying dormant in the great 
earth. This is still basically a region that awaits to be developed. This 
situation is more prominent here than in such provinces and regions as 
Sichuan, Guangxi and Guizhou. For instance, the present hydroelectric power 
generating capacity oniy constitutes 1.5 percent of the hydroelectric power 
resources which can be developed and utilized, and fails to fully satisfy 

the needs of production and livelihood at present. The annual smelting 
capacity of lead, zinc, copper and tin only constitutes 2.06 percent, C.02 
percent, 1.06 percent and 2.87 percent of their respective reserves. The 
extent cf development for other nonferrous metal resources is even poorer. 
Due to the restrictions in the capacity of rough processing and deep process- 
ing as well as communications and transportation, we are unable to excavate 
large quantities of phosphate resources. Our annual output only constitutes 
0.16 percent of our reserve. The liquidization and chlorinization of lignite 
have not yet been launched. and the lignite is simply burned as fuel. There 
are 170 million m of wasteland and grassland throughout the province which 
have not been fully utilized. Only around 3 million mu of land are affor- 
ested each year. Although there are abundant resources in the broad moun- 
tainous area, the situation of “holding the golden bowl and asking for rice' 
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has been common for a relatively long period of time in the past. Also, we 
have failed to fully utilize the tropical land. The present rubber planta- 
tion only constitutes roughly one-third of the land favorable for growing 
rubber. In short, due to the relatively poor extent of development, the 
potential for development and utilization is also very great. 


Third, Yunnan is the door to the great southwest. The boundary line is over 
4,000 km long, and borders on Vietnam, Laos and Burma. It faces the vast 
region of Southeast Asia, and is an important channel for carrying out ex- 
ternal economic exchanges properly and for revitalizing the internal economy. 
In this respect, it has a more favorable factor than Sichuan and Cuizhou. 
Compared to Guangxi and Xizang, its boundary Line is also lenger and borders 
on more countries. Historically, Yunnan has enjoyed rather busy economic 
exchanges with Southeast Asian countries, and is another “silk road." Since 
the nation's founding, Sino-Vietnamese, Sino-Laotian and Sino-Burmese border 
trade has once developed on a very large scale. In recent years, due io 

the anti-Chinese attitude of the small bully--Vietnam, and other comple? 
political and military reasons, the border econemic exchanges have been 
greatly restricted and basically closed off. With the implementation of the 
party's policy to open up to the outside world, some 4,000 km of boundary 
line may become the important doorway and channel for Yunnan and the great 
southwest in expanding the economic exchanges, in entering into the South- 
east Asian international market, and even in importing technologies, funds 
and raw materials as well as in revitalizing the economy of the border area 
and promoting the economic development of the hinterland. 


In addition to the above three characteristics, Yunnan is also a mountainous 
province with many nationalities. The mountainous area and the minority 
nationalities area constitute a greater part of the province, which has the 
obvious characteristics of the economy of a mountainous area and the economy 
of a minority nationalities area. The important natural resources are main- 
ly found in these areas and the greatest production potentials are also found 
in these areas. However, these areas are also relatively poor and backward. 
In developing the great southwest and developing Yunnan's economy, a very 
important aspect is how to develop the mountainous area and develop the 
minority nationalities area. In this respect, Yunnan's situation is basi- 
cally similar to the other provinces and regions in the southwest. 


In Developing the Great Southwest, We Should Absorb Experiences and Lessons 


The development of the great southwest has been a constant idea of the party 
Central Committee. As early as the early 1950's, we have successively devel- 
oped the land resources of the various provinces and regions of the south- 
west. In respect to Yunnan, there have been the tollowing four major attempts 
at development since the nation's founding: 


In the first 5-Year Plan period, we emphasized the development and utiliza- 
tion of nonferrous metal resources, which correspondingly promoted the de- 
velopment of the electrical power industry, the coal industry and communica- 
tions and transportation. The amount of investment in the metallurgical 
industry (primarily nonferrous metal) in this period constituted 30.46 percent 
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of readjustment, while the "Fourth 5-Year Plan" period was again up by 32.1 
percent compared to the "Third 5-Year Plan" period. The annual average quan- 
tity of felled timber within the state plan increased considerably in the 
middle 1960's. The quantity in the early 1970's was 1.28 times that of the 
early 1950's. The quantity now is again up by 46.79 percent compared to the 
early 1970's. A large amount of phosphate has been developed since the early 
1970's. Its production scale was 2.99 times that of the later 1950's. The 
present scale is 1.06 times that of the early 1970's. The area of natural 
rubber plantations has grown year by year since the later 1960's. Presently, 
there is a total of 1.28 million mu. 


Since the 3rd Plenary Session of the 1lth party Central Committee, we have 
implemented the principle of "readjustment, restructuring, rectification and 
improvement," conscientiously readjusted the proportionate relationship among 
agriculture, light industry and heavy industry which was in serious disharmony 
and the national economic structure, and emphasized the development of such 
major economic crops as tobacco, sugar and tea and the vigorous development 
of the light and textile industries. In a corresponding manner, we have con- 
tinued to develop such outstanding natural resources as hydroelectric power, 
nonferrous metal, phosphates, forests and rubber, and have enabled the entire 
national economy to develop in a relatively harmonious and stable manner. 
From 1981 to 1983, the investment in light industry has increased by a wide 
margin, the annual average amount of investment was over 4 times that of the 
"Fifth 5-Year Plan." Its percentage in the industrial investment has risen 
from 7 percent in the "Fifth 5-Year Plan" period to around 40 percent. In 
the last 3 years, the growth of light industry has been above 10 percent, 
which has surpassed the speed of development of heavy industry. Tobacco, 
sugar and tea have continued to increase their output, taxes and profits by 

a wide margin, and have become the major economic pillars of the whole prov- 
ince. 


For over 30 years since th naticn's founding, in the development of natural 
resources and in economic ‘onstruction, a gross investment of some 22 billion 
yuan has been made in the :apital construction for the whole province up to 
the end of 1982. Of this, the investment in productive construction consti- 
tuted 80.9 percent, and newly-increased fixed assets totaled some 15.8 bil- 
lion yuan, constituting 71.3 percent of the gross amount of investment in 
capital construction. Such resources as energy resources, mineral products, 
forestry products, animal husbandry, tropical crops and economic crops have 
also been developed and utilized to a certain extent. The production capacity 
of electrical power, coal, metallury, chemicals, machine-building, forestry, 
construction materials, light and textile industries have all developed con- 
siderably. Corresponding setups have also been established for such infra- 
structures as communications and transportation, posts and telecommunications, 
warehouses and commercial network outlets. As a result, the national economy 
of the whole province has developed greatly and the people's standard of liv- 
ing has improved remarkably. We have rendered positive contributions to the 
four modernizations and have laid a firm foundation for further developing 
Yunnan and the great southwest. By the end of 1982, the gross output value 
of society for the whole province was 18,719,000,000 yuan, 7.3 times highe1 
than that of 1952. The gross amount of national income was 9,/39,000,000 
yuan, 5.09 times higher than that of 1952. 
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As described above, since the nation's founding, although we have not devel- 
oped and utilized on a large scale the natural resources of Yunnan, we have 
made remarkable and tremendous achievements in preliminary development. The 
major lessons which we have learned in the course of development and con- 
Struction over the relatively long period of time in the past are: 


First, we have taken the approach of developing mining as the key and giving 
priority to developing heavy industry, in particular the raw materials indus- 
try, and have failed to attach sufficient importance to the development of 
biological resources and the development of industry and light industry. 

This resulted in a serious disharmony in the proportionate relationship among 
agriculture, light industry and heavy industry and an irrational economic 
structure. In the 30 years between 1949 and 1979, the value of heavy indus- 
trial output increased by 50.27 times, while the value of light industrial 
output increased only by 19.6 times and the value of agricultural output by 
merely 2.01 times. In the gross value of industrial and agricultural output 
in 1979, heavy industry constituted as high as 35.4 percent (it was 16.6 
percent in 1957 and 27.6 percent in 1965), light industry constituted 25.8 
percent. and agriculture constituted only 38.8 percent (it was 59.3 percent 
in 1957 and 50.6 percent in 1965). The economic structure of the whole 
province became a heavy-type structure and an economy based on raw materials 
production. There were certainly common factors throughout the country that 
led to the occurrence of this type of situation. However, the choice of 

this approach to development and this type of economic structure is particu- 
larly unsuitable for the reality of such an economically backward region as 
Yunnan. 


Second, we have adopted the method of unitary development and have lacked a 
viewpoint of comprehensive development and the effective measures of com- 
prehensive utilization. As a result, the various national economic sectors 
have been unable to develop harmoniously, thereby resulting in a waste of 
resources. In agriculture, we have onesidedly emphasized the development 
of the resources for farming and the development of grain production, and 
have neglected the development and utilization of economic crops and other 
diversified economic resources. This has resulted in an irrational struc- 
ture inside agriculture. In the gross value of agricultural output for the 
whole province in 1978, tie vaiue of agricultural output (cultivation) con- 
stituted 66.2 percent, while the combined output value of forestry, animal 
husbandry, sideline occupation and fishery only constituted 33.8 percent. 
The value of grain output constituted 98.2 percent of the value of agricul- 
tural output (cultivation), while the output value of economic crops only 
constituted 1.8 percent. In the development of forestry resources, we em- 
phasized tree felling and slighted forest building. Every year, the volume 
of forest consumption throughout the province exceeded the volume of forest 
growth by roughly 30 percent. The item of wood burning alone had surpassed 
the annual growth volume by 18 percent. A large volume of forestry re- 
sources was used one time only in direct burning. As a result, the rate 

of forest coverings of the whole province has dropped from around 50 percent 
in the early days after Liberation to 21.9 percent. At the same time, we 
have neglected the comprehensive utilization of forests and timber and have 
brought about a great deal of waste. In industry, we often onesidedly 
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emphasized one aspect during a period of time and neglected the comprehensive 
development and comprehensive balance of concerned aspects. As a result, not 
only were the various national economic sectors unable to develop harmonious- 
ly, but economic results were rather poor and resources were wasted also. 
Although our low technological level has contributed to such a situation, yet, 
our first problem has been our inadequate ideological understanding and our 
ineffective measures. 


Third, in developing and utilizing our natural resources, we have failed to 
pay attention to economic results and even more so have neglected the ecolog- 
ical results and social results. For a relatively long period of time in 

the past, due to our onesided pursuit of the speed of development, we carried 
out construction blindly, advocated "doing things on a large scale," and 
launched development in a predatory manner. Thus, although our speed of con- 
struction was not slow, our economic results were very poor, our ecological 
balance was severely destroyed, and our social results were rather poor. 

Our prominent problem was the deterioration of the rural ecological environ- 
ment. Due to our indiscriminate felling of trees, the forests were destroyed, 
water resources were reduced, the soil was seriously eroded, such natural 
disasters as drought, frost and cold were frequent, and water and soil loss 
was intensified. These not only brought about serious droughts to many moun- 
tainous areas and shortage of water supply for men and animals, but also re- 
duced the supply of water resources, fertilizer resources and energy resources 
in the area around the dam as well as the silting up of rivers, lakes, reser- 
voirs and dams. Furthermore, the application of large quantities of chemical 
fertilizer and farm chemicals and the increase in the volume of discharge of 
the industrial "three wastes" in the urban and rural areas have made the 
situation of the deterioration of the agricultural environment and the pollu- 
tion of farm crops increasingly obvious. The urban ecological balance was 
also destroyed. For instance, in Kunming City, due to blind pollution dis- 
charge and the negligence toward environmental protection, in particular due 
to the large-scale launching of "encircling lakes to build farmland" during 
the period of the "cultural revolution," the urban air quality has dropped, 
the water environment has deteriorated and noise pollution and the foul 

smell of garbage and excretion have intensified. The capacity of the Dian 
Reservoir has been reduced, pollution by nutrients has developed rapidly 

and the aquatic resources have deteriorated. Urban smog has increased, af- 
fecting the physical health of the people. In the rural areas, farm crops, 
people and animals have been polluted, and the compensations for losses have 
increased. 


Fourth, we have for a long time put the focus of development and construction 
on the area around the dam in the hinterland and the eastern region with 
Kunming as the center, and have neglected the development of the broad moun- 
tainous, nationalities, and border areas as well as the western region. Our 
arrangement for the productive forces has been irrational. As a result, 

the economic gap between the area around the dam on the one hand and the 
mountainous area, the hinterland and the nationalities and border areas on 
the other has increasingly widened. We have failed to bring into full play 
the abundant natural resources of the mountainous, nationalities and border 
areas, and the western region, we have failed for a long time to solve the 
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problem of feeding and clothing the people, and have to a considerable extent 
inhibited the growth of the economy of the whole province. The formrition of 
this situation has its objective historical, social and natural reasons. In 
the past, it was necessary to put the focus of development and construction 
on the area around the dam in the hinterland and the eastern region where the 
existing economic strength was more solid and the conditions were more favor- 
able. In the future, we must still take these areas as our basis and continue 
to bring their role as the base into play. However, in the meantime, it is a 
mistake to neglect over a long period of time the development of the moun- 
tainous, nationalities and border areas and the western region which together 
constitute most of the province. This is largely related to such a guiding 
ideology as “taking grain as the key" and one-sidedly emphasizing speed and 
immediate results. 


Since the 3rd Plenary Session of the llth party Central Committee, we have 
restored order out of chaos, eradicated the "leftist" influence, conscien- 
tiously implemented the principle of “readjustment, restructuring, rectifica- 
tion and improvement" and a series of related policies, carried out readjust- 
ment of the national economy in a practical and realistic manner, and shifted 
onto the path of taking economic results as the key. We have greatly improved 
the above-described problems. We should conscientiously absorb these experi- 
ences and lessons in our effort to further develop the great southwest and 
build Yunnan. 


Our Ideas and Suggestions on How to Develop the Great Southwest 


The leading comrades of the central authorities have already pointed out the 
direction in how to develop the great southwest and have charted a basic 
blueprint accordingly. From now on, in the next 15 to 20 years, we should 
build the great southwest into an independent modernized base which can also 
support the construction of the whole country. Our main contents are: Strive 
to become the largest energy base in the country with the fastest speed of 
construction, the smallest amount of investment and a less serious situation 
of pollution; become a powerful heavy industrial base with a complete selec- 
tion of varieties, relatively high quality and independence in battle; become 
a light industrial base which can satisfy the domestic needs of ‘ne local 
people and which embraces the characteristics of the southwest; become a 
powerful forestry and animal husbandry base on the basis of self-sufficiency 
in grain. In terms of schedule, we must begin development slightly ahead of 
the great southwest, and strive to launch development at the beginning of the 
"Seventh 5-Year Plan" or in the middle of the "Seventh 5-Year Plan," and 
accomplish this task by the end of this century or by the beginning of the 
next century. The spirit of these directives is in full accord with the 
reality of the southwestern region and the wishes of the broad masses of 
cadres and people, and is in line with the principle and demand for building 
socialism with Chinese characteristics. 


This means that, under the guidance of "coordinating all the activities of 
the nation like pieces in a chess game," we must build the great southwest 
as a relatively independent regional economy. It is an important component 
part of the economy of the whole nation and must obey the unified planning 
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and arrangement of the whole country. However, it must be an economic entity 
that is capable of fighting independently and should have its own characteris- 
tic strategy of development and economic structure. It is a relatively inde- 
pendent but not a closed system. It must not repeat its previous method of 
letting every level establish its own system and going for whatever is "large 
and comprehensive" or "small and comprehensive." It must be an open systen, 
must launch technological cooperation and economic alliance with the other 
regions all over the country, and must also expand its activities to include 
international economic cooperation. The various provinces and regions in 

the southwest must break through their administrative boundaries and regard 
the southwest economic region as a whole. Revolving around common strategies 
of development, we must rationally arrange the productive forces, set up cor- 
responding economic structures, formulate unified programs for development, 
and carry out the necessary division of labor and cooperation. We must not 
limit ourselves to our own interests, set up our own system, carry out over- 
lapping construction, and refuse to ally with one another and thereby cancel 
out one another's strength. We must take the improvement of economic results 
as the key to development and construction, must pay attention not only to 
the current and single-item economic results, but must also consider the 
long-term and comprehensive economic results. I feel that all these are the 
major principles which we must abide by in developing the great southwest. 


We must proceed from the situation of the great southwest in selecting a 
correct strategy of development. The great southwest is still an economical- 
ly backward region. Its economic level is not only much lower than the 
coastal region, but is also far below the average level nationally. In 1982, 
the per-capita gross value of industrial and agricultural output of the five 
provinces and regions of the southwest was only 482.47 yuan, which was 59.7 
percent of the national per-capita value of 808.2 yuan. Among them, Sichuan 
Province, which was the highest of all, was 536.2 yuan, one-third below the 
average level nationally. The second was Guangxi, which was 471.9 yuan. 
Yunnan was 442.5 yuan. Xizang was 392.6 yuan. The lowest was Guizhou Prov- 
ince, which was 356.9 yuan, which was equivalent to only 44.2 percent of the 
average level nationally. The five provinces and regions were five of the 
last six in the country. The strategy of development for an economically 
backward region such as this must not be like the one in the past when the 
whole country would go for a unified model. If we imitate somebody's every 
move, the gap between ourselves and the advanced regions will become wider 
and wider. We shovld proceed from our own reality, give prominence to our 
strong points and avoid our weaknesses, bring our superiorities into full 
play, do all we can to catch up, and gradually narrow the gap between our- 
selves and the advanced regions. This can also be called a strategy of try- 
ing to catch up in regard to development. Our strategic goal will therefore 
not just be to quadruple our output like the rest of the country. Instead, 
after working hard for a considerable period of time, we should gradually 
attain the intermediate level or average level of the whole country and 
change our backward state as well as our position in the economy throughout 
the country. For this purpose, our speed of development should be slightly 
higher than the average level throughout the country, and even higher than some 
coastal provinces and municipalities. Because the southwestern region has abun- 
dant natural resources and very great production potentials, as long as we clarify 
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our ideology, get on the right track, relax our policies and adopt effective 
measures, we can definitely accomplish our task. Since the 3rd Plenary Ses- 
sion of the llth party Central Committee, the speed of development of some 
provinces and regions in the southwest has been higher than the average speed 
throughout the country. From 1978 to 1982, the annual average speed of the 
gross value of industrial and agricultural output throughout the country was 
7.3 percent, while it was 8 percent for Sichuan and 7.9 percent for Guangxi. 
The average speed of growth for the national income throughout the country 
was 6.3 percent, while it was 7.9 percent for Yunnan, 9.2 percent for Guangxi 
and 7.1 percent for Guizhou. According to the calculation from the prelimi- 
nary planning of concerned departments in Yunnan, under the circumstance when 
the state has not fully considered establishing more projects in Yunnan, the 
whole province could, by the year 2000, increase the gross value of industrial 
and agricultural output by 4.6 times that of 1980. In 20 years, the average 
growth would be 8.7 percent, which would be higher than the average of 7.2 
percent throughovt the country. The average growth rate of the gross output 
value of society would be 9 percent and the national income 9.1 percent, 
which would both be higher than the average level nationally. If we gradually 
realize the strategic idea of developing the great southwest and the state 
accelerates the pace of developing Yunnan, then the speed of the economic de- 
velopment of Yunnan will be even faster. 


In light of our positive and negative experiences since the nation's founding, 
the approach to developing an economically backward region like the southwest 
should be to further strengthen agriculture, in particular bring into play 

the superiority of forestry and animal husbandry. Then, on this basis, we 
should boldly develop the processing industry for agricultural sideline prod- 
ucts with the food industry as the key as well as the light and textile indus- 
tries. At the same time, in line with the needs of agricultural modernization 
and the arming of light industry and in full consideration of the needs of 

the construction throughout the country, we should actively develop mining, 
especially such superior products as nonferrous metal, ferrous metal, phos- 
phates, sylvite and lignite, and develop in a planned manner the complementary 
raw materials industry and processing industry. In line with the needs of 
developing the national economy of the whole region and supporting the con- 
struction throughout the country, we should bring into full play the superi- 
ority of our energy resources, actively develop multiple channels and forms 

of energy industry with hydroelectricity and coal as the key. In line with 
the needs of vigorously developing a commodity economy, we should emphasize 
the weak links in communications and transportation, and set up a comprehen- 
sive transportation network with highways as the key and with diverse modes 

of transportation, including railways, riverways, shipping, and carriages 

and ox-carts. Scientific and technological development should follow the 
principle of walking on two legs: On the one hand, we should continue to 
actively import all kinds of traditional technologies from the advanced 
coastal region and vigorously popularize the effective scientific and tech- 
nological results inside the province so as to convert them into productive 
forces as soon as possible. We should do so especially in the state-run 
medium-sized and small enterprises, urban and rural collective enterprises, 
and the broad rural, mountainous and border areas. On the other hand, those 


38 











trades, enterprises, engineering projects, products and technologies which 
are equipped to do so should actively carry out study and directly import the 
latest technologies from abroad, including bioengineering, microcomputer 
technology and information science. It is not necessary to first follow the 
traditional technologies before approaching the latest technologies. Only 

in this way can we improve our technological level by a wide margin and catch 
up with the advanced region. In the arrangement of productive forces, we 
should continue to strengthen the building of the area around the dam in the 
hinterland and the key cities while vigorously developing the mountainous 
area, the minority nationalities area and the border area, and conscientious- 
ly carry out strategic economic and technological transfer from the area 
around the dam to the mountainous area, from the hinterland to the border 
area and from the relatively advanced area to the backward area. In this way, 
we can enable these presently relatively backward areas to gradually become 
the powerful base and rear of economic development of the southwest and the 
various provinces and regions. We must bring into full play the role of 
Chongging, Chengdu, Kunming, Nannine and Guiyang as the key cities. At the 
same time, we must set up a number of medium-sized and small cities in a 
planned manner, vigorously strengthen the building of small cities and towns 
and gradually form a multilevel economic network from central cities to rural 
fair towns. We must administer properly and revitalize some 8,600 km of 
boundary lines (some 4,000 km in Yunnan, some 3,500 km in Xizang and some 
1,000 km in Guangxi) of the southwest, and enable them to become the impor- 
tant channels for opening to the outside world and for expanding economic 
exchanges. We must adopt diverse means to actively launch border trade, 
revitalize the border economy and promote the development of the economy in 
the hinterland as well. 


What should be the first step in developing the great southwest? 1 feel 
that: First, we should solicit public opinion and carry out theoretical re- 
search. We must organize the theoretical and practical workers of the south- 
west and the whole country to combine theory and practice and conscientiously 
study and explore the strategic significance and role of the development of 
the great southwest. We must study the basis and factors for development, 
the strategy of development of the great southwest, the economic structure, 
industrial structure, the structure of the system of ownership and the tech- 
nological structure of the great southwest, the feasibility and reality of 
building the four bases, the building of key cities and an economic network, 
the economic relationship between the great southwest and other regions and 
among the provinces and regions inside the region, the special policies 
which we must adopt, as well as the steps and methods of development. We 
must study the above series of important theoretical and practical issues 

in order to give counsel to and present proofs for the party and government 
in their decision making. Second, we must proceed from special topic and 
comprehensive scientific inspection, and launch a research on the land and 
the economy of the southwestern region and formulate a land program. On 
this basis, we can formulate long-term and short-term programs for the eco- 
nomic, social, and scientific and technological development of the great 
southwest. In order to unify leadership and organize this work well, I pro- 
pose that a planning committee for developing the great southwest and cor- 
responding working groups be established under the leadership of the State 
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Council and the guidance of the State Planning Commission, and accomplish the 
planning work before 1985. Third, I propose that we include the development 
of the great southwest into the state's "Seventh 5-Year Plan," increase a 
definite proportion of investment, arrange for a number of necessary con- 
struction projects, and put into action as swiftly as possible this major 
strategic idea. Fourth, we must actively launch economic and technological 
cooperation among the various provinces and regions of the southwest, fur- 
ther strengthen the close economic link among one another, and lay a good 
foundation for the joint development of resources, for the promotion of the 
role of key cities and for the establishment of an economic network. Fifth, 
we must regard the development of mental resources and training of skilled 
personnel as the point of breakthrough in developing the great southwest. 

On the one hand, we must conscientiously implement our policy toward intel- 
lectuals and bring into full play the role of the scientific and technolog- 
ical (including social science) personnel. We must also resort to diverse 
channels and diverse means of accelerating the training of in-service cadres 
and various types of professional personnel. On the other hand, we must 
adopt all kinds of preferential methods to attract all kinds of scientific 
and technological personnel from other provinces as well as from abroad to 
dedicate themselves to the great cause of developing the great southwest. 
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ECONOMIC MANAGEMENT 


URBAN ECONOMIC REFORM DETAILS OUTLINED 
0W051704 Beijing XINHUA in English 1553 GMT 5 Apr 85 


[Text] Beijing, 5 Apr (XINHUA)--Details of China's plans for reform in the 
urban economic structure this year are outlined in a summary report on a 
national forum, just issued by the State Council general office. 


The central tasks in this year's urban reform is the intensification of the 
vitality of enterprises, particularly larger ones, further opening both 
internally and externally, extending horizontal economic ties and use economic 
means to intensify macroeconomic regulation and control, according to the 
document. 


The forum, called by the State Commission for Economic Restructuring, was held 
in Wuhan, capital of Hubei Province, last month. Delegates said the number 
of cities trying out overall reforms had increased to 58, from 3 in early 1984. 


This year, these cities will be encouraged to select certain major enterprises 
as pioneers in encouraging their employees to buy shares, the document explains, 
noting that regulations on dividends and dividend drawing methods are still 

to be formulated. 


1 


"Small state-owned enterprises may be turned into collectively-owned ones by 


issuing shares to their employees." 


"Larger factories must step up internal reforms and improve economic efficiency 
through the introduction of the initiative-based responsibility system," it 
states, adding that they should open up more sources of production, operations 
and services. 


The document stresses the need to encourage the flow of commodities to markets 
and enterprises outside their immediate areas of production, and for the 
peasants to open all kinds of businesses in cities. 


"Local industrial and commercial enterprises should be allowed and encouraged 
to carry out economic cooperation across industrial and regional boundaries." 
Such cocperation should focus on development projects, including development 
of energy resources and new products, and construction of power plants and 
roads. 
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As many capital goods trading centers as possible should be opened, the 
document notes, while there is also a need for technical and information fairs 
and money markets. 


At present, city governments face the urgent task of speeding uv construction 
and renovation of service facilities and infrastructure, including roads, 
telecommunications, and power and water supplies. To do this, the document 
points out, it is necessary to adopt flexible policies to absorb investment from 
all available sources, as well as using local government funds. 


Meanwhile, energetic efforts should be made to expand technical consultancy 
services and improve personnel training and information work. 


The document urges city governments to change the practice of inflexibly direct- 
ing enterprises through administrative means. They must switch their functions 
to drawing up overall development plans, providing guidance, organizing economic 
cooperation and ensuring the smoother operation of all service businesses. 


In a word, the document stresses, they should do everything in their power to 
help invigorate enterprises and the economy. The document draws the attention 

to the rapid growth of credit and consumption funds, the expansion of con- 
struction scales, the excessive currency circulation and price hiles for some 
commodities. It attributes the problems to the untimely macroeconomic regulation 
and control in the new situation of commodity production. The document calls 

on all places to take cautious steps while keeping to the established orienta- 
tion and strive for a sure success. 


CSO: 4020/186 





ECONOMIC MANAGEMENT 


STRUCTURAL WAGE SYSTEM TIES PAY TO RESULTS 


Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 11, 5 Nov 84 
pp 25-26 


{Article by the Anqing Petrochemical General Plant: "Wages Will Float 
With Performance" ] 


{Text} To thoroughly overcome egalitarianism in distribution and 
mobilize the enthusiasm of the staff members and workers in a better 
manager, as of May this year, our plant has impiemented a structural 
wage system which floats with economic results. 


The structural wage system is a dynamic wage form which we have 
adopted in line with the socialist law of the movement of wages and 
under the guidance of the principle of distribution according to work. 
In accordance with the latent, floating and materialized labor of a 
laborer, we have divided the wages of the workers into basic wage, 
functional ( position, technical) wage and annual merit wage. These 
three parts have their individual roles and at the same time deperd 
on and supplement one another. 


There are hundreds of complex and diverse criteria of wages. We must 
simplify and merge them. In simplifying and merging the criteria of 
wages, our plant has included in the higher step the former standard 
wage which lies differences in labor conditions and the extent of 
responsibility of the various positions. It changes with the improve- 
ment in the work position, responsibility and technological and 
professional level of the laborer. Its realm and criteria of implementa- 
tion are as follows: 


Functional wage: For the leading cadres at various levels, the 
professional and technological personnel and the department and office 
personnel, the functional wage is determined by their respective 
functional title. Functional wage is divided into 14 steps. The 
first step is 59 yuan and the fourteenth step is 17 yuan. 


Positional wage: It is for the personnel who are holding positions 
involving a high degree of automation and great continuity in pro- 
duction as well as for leading personnel of workshops. Position wage 
is divided in seven steps, the first step being 34 yuan and the seventh 
step 18 yuan. 
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Technical wage: Ordinary technological workcrs and service personnel 
will receive technical wage determined by their respective technological 
grades. Technological wage is divided into seven steps, the first step 
(applicable to grade 8 workers) being 31 yuan, and the seventh step 
(applicable to grade 2 workers) 15 yuan. 


These three portions of wages combined will constitute the gross amount 
of the base wage of a staff member or worker. Breaking down these 
three portions of wages, base wage constitutes 48.8 percent, functional 
(positional, technical) wage constitutes 34.1 percent, and annual] merit 
wage constitutes 17.1 percent among the staff members and workers of the 
whole plant. Among the management and technological cadres, the base 
wage constitutes 47.5 percent, the functional (positional, technical) 
wage constitutes 33.9 percent and the annual merit wage constitutes 
18.6 percent. For the departmental personnel, the ratio is 45.6, 33.2 
and 21.2, and for those who hold thetitle of engineer, the ratio is 
48.1, 31.9 and 20.0. We can see from the above that functional wage 
constitutes more than the annual merit wage. This is because young 
cadres have joined the leading groups at various levels. Furthermore, 
among the workers who come under the positional wage, the base wage 
constitutes 47.0 percent, the functional (positional, technical) wage 
constitutes 37.2 percent and the annual merit wage constitutes 15.8 
percent. Among them, the ratio for the seventh step is 48.0, 24.9, 

and 27.1, while the ratio for the fourth step is 46.5, 36.4, and 17.1. 
The above indicates that, for the workers who are at a higher tech- 
nological level, the rositional wage constitutes less than the annual 
merit wage. The reverse is true for workers with a lower technological 
level. This indicates that a number of young technological workers 
have consolidated the major production position. 


In order to stabilize the workers’ rank at the first echelon of production, 
special considerations have been given to the three-shift production 
workers and the grade 3 and 4 workers. At present, there are 4,838 
grade 3 and 4 workers throughout the plant. They constitute 71.4 per- 
cent of the total number of workers. In order to implement the 
principle of more pay for more work in order to mobilize their 
enthusiasm, we have, in simplifying the wage criteria, upgraded by 

one step the wage of the grade 4 workers, thereby increasing the 
portion of the base wage by 2.5 yuan. We have raised the base wage 

of the grade 3 workers from 25 to 27 yuan. At the same time, we have 
raised the annual merit wage of the three-shift workers in the first 
echelon of production by 0.4 yuan, giving the grade 3 and 4 workers 
under the three-shift system on the first front of production a 
monthly increase of 8.23 yuan per person. 


In order to practically bring into play the wisdom and intelligence of 
the intellectuals, and correct the protracted problem of inappropriate 
labor remuneration to middle-aged and young intellectuals, we have 
appropriately upgraded by one step the functional wage criteria of 
engineers, assistant engineers and technicians (with appropriate titles). 
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In addition, we have separately raised the base wage by 3 and 2 yuan 

of the cadres and workers below the level of deputy head of an office 
who have graduated from institutions of higher learning or from 
secondary vocational schools. The results of the implementation are as 
follows: Each engineer has increased his average monthly income by 
11.47 yuan. Each assistant engineer has increased his average monthly 
income by 9.39 yuan. Other technological personnel have increased their 
average monthly income by 8.63 yuan per person. 


In order to further solve properly the problem of unsuitable labor 
remuneration for the young cadres in the new leading body, we can 
assess and upgrade by one step those qualified leading personnel] at 
one above the level of assistant department head whose standard wage 
after step-inclusion is lower than the minimum functional wage. 


The wages of the staff members and workers would float with the economic 
results of an enterprise. The general plant must fulfill the profit 

and tax targets assigned by the general company before the staff members 
and workers could obtain in full their functional (positional, technical) 
wage and increase their annual merit wage for the following year. Other- 
wise, the functional (positional, technical) wage would be reduced by 
half wonth to two months, the annual merit wage would be reduced by six 
months, and the annual merit wage for the following year would not be 
increased. The amount of wages increased in this reform would be taken 
from the bonus fund and taxes would be paid according to regulations. 


We have formulated an assessment system and strengthened the assessment 
of the technological and labor results of the staff members and workers. 
The functional, positional or technical wage would fluctuate with the 
results of assessment. In the beginning of the year, the workers through- 
out the plant took a test on what they should know on the basis of their 
technological level. In May, an additional assessment was conducted 

on the labor quota, product quality, safety, labor discipline and 
attendance attained in the past year. At the same time, workers in 
certain types of work were selected to sit a higher-level examination. 
The results of the examination showed that 5,467 people took part in 

the examination of their respective level, constituting 93.4 percent 

of the workers who sat the examination, with a 92 percent passing rate. 
Those who failed the examination and assessment would remain in their 
former technical ind positional wage level for 6 months. If they still 
failed the make-up test held 6 months later, they would be given the 
technical wage at one step lower or a lower positional wage. Taking 
part in the higher-level er mination were 416 people who were involved 
in laboratory testing, © aying and driving. The passing rate was 
32.5 percent (the high 1 examination for other types of work 
concluded in late Septemver). Those who passed the higher-level 
examination were assessed in their labor and actual performance in work, 
and 20 percent were selected as outstanding personnel to receive higher- 
level functional or technical wage. 
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In implementing the structural wages, we have fully considered the 

basic livelihood needs of the staff members and workers. Also, we have 
proceeded from the status of wages to appropriately realize the 
differences among the staff members and workers in terms of greater or 
lesser contributions, heavier or lighter responsibility, and higher or 
lower technological skills. We have appropriately taken care of the 
historical contributions of the older staff members and workers. In 

the presence of the above-described characteristics, we have effectively 
overcome egalitarianism in distribution, further realized the principle 
of more pay for more work in distribution, and effectively mobilized the 
enthusiasm of most people toward labor. The result of the reform was: 
There was an average monthly increase of 7.63 yuan per person of the 
income of the staff members and workers throughout the plant. In the 
8,973 people who took part in the reform, 99.96 percert of them bene- 
fited to varying degrees. Compared to the corresponding period of 

time of the preceding year, in the two months of May and June, the 

eross value of industrial output increased by 8.9 percent and profits 
and taxes by 14.1 percent. Efficiency in work also improved to a 

great extent. The task of rush repairing the chemical fertilizer 
synthesizing installation, which formerly required 74 hours to complete, 
was completed in 34 hours and 45 minutes after the wage reform had been 
implemented. 


9335 
CSO: 4006/441 
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JPRS-CEA-85-045 
13 May 1985 


ECONOMIC MANAGEMENT 


MANAGEMENT REFORM SUCCESSFUL IN CHONGQING 
OW240731 Beijing XINHUA in English 0641 GMT 24 Apr 85 


[Text] Chongqing, April 24 (XINHUA) -- Voluntary participation by 
industrial establishments in industrial companies stands out as a major 
success scored by Chongqing, Sichuan province, in its efforts at overall 
economic reform since 1983. 


"This has made it possible to put an end to the old system which meant 
excessive control by the head offices of industrial companies over their 
subordinate factories," a city government official said. 


Decentralization of management, a major part of the ongoing reform, is 
becoming increasingly popular in Chongqing, which has a population of 
13.6 million, including half a million workers. Chongqing is also the 
biggest industrial and commercial center in southwestern China. 


Previously, 54 industrial companies managed the city's 700 factories ina 
centralized manner, leaving them almost no authority to decide on 
production, personnel affairs or the use of funds. They charged their 
subordinates for management expenses and yet did not bear any of the risks. 


With greater decision-making power, a factory can now accept the leadership 
of the company on a voluntary basis or become a partner on an equal footing. 


A total of 39 factories specializing in high-quality products have already 
seceded from their superior companies and established 10 new joint companies 
or general plants. 


For example, the Chongqing stepless gearbox factory, which furnishes 60 
percent of the country’s annual output, has set up a new company involving 
12 research institutes, colleges and machine-building plants, in a bid 

to boost production. 


Meanwhile, 50 industrial companies have switched their roles from purely 
administrative ones to providing services for factories. 
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Twenty-one furniture factories now have access to paid services from the 
Chongging furniture industry company's centers of sales, materials supply, 
scientific research, technology development and personnel training. 


Last year the sales center accounted for a quarter of the factories' 
output. With the aid of the company, three unprofitable factories are 
now making money. 


In the past year, the number of paper mills joining the Chongqing Paper 
Company has quadrupled to 32, some from neighboring Yunnan and Quizhou 
provinces. They are being aided by the company with technical, 
consultancy and sales services. 


The Chongqing Guanshengyuan Food Company has established a sales network 
across China and built six factories in Sichuan's outlying counties. The 
Chongqing Beverage Industry Company is cooperating with 45 beverage 
factories in many parts of the country in producing popular Sichuan- 
specialty drinks. 


Moreover, thousands of commercial firms started by the government or local 


people over the past few years are helping boost Chongqing's commodity 
production and stimulate the flow of goods. 


CSO: 4006/201 
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JPRS-CEA-85-045 
13 May 1985 


ECONOMIC MANAGEMENT 


WORKERS’ SUGGESTIONS RAISE PLANT EFFICIENCY 
OW231258 Beijing XINHUA in Enlgish 1220 GMT 23 Apr 85 


[Text] Beijing, April 23 (XINHUA) -- Workers’ suggestions are helping 
upgrade technology and management and cut production costs, says the 
"Workers' Daily" today. 


Last year, six factories in Harbin, capital of Heilongjiang province, 
and two cities in Jiangsu province, for example, received more than 
248,000 proposals for cutting waste, applying new technology and 
improving management. 


Already 42,018 have been adopted, bringing the factories 156.6 million 
yuan in increased production, the paper says. 


It recalls that such activities promoted industrial production in the 
1950s and early 60s. They were interrupted during the "cultural 
revolution" (1966-76) and restarted across China after 1979. 


Meanwhile, workers in Changchun No. | motor vehicle plant, Jilin province, 
made 21,139 suggestions. And almost 60 percent we-e adopted, adding 
22.56 million yuan to the output of China's biggest auto producer. 


The plant originally planned to import a badly needed machine priced at 
110,000 U.S. dollars for rolling steel strip. Workers proposed to make 
it by themselves. They succeeded in six months at a cost of only 3,500 
U.S. dollars. 


Nearly 2,400 suggestions by workers brought the Shenyang heavy machinery 
plant in the capital of Liaoning province 6.61 million yuan of greater 

production last year. The plant previously had expected to incur losses 
of two million yuan because of the shortages of energy and raw materials. 


Enterprise directors in Jiangsu province are encouraging each worker to 


raise on suggestion that will cut production costs by 100 yuan, the 
"Workers' Daily" says. 


CSO: 4006/201 
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ECONOMIC MANAGEMENT 


BRIEFS 


INTERREGIONAL TLES--Chongqing, April 24 (XINHUA)--A total of 180 economic 
cooperation deals were struck between four areas in southwestern China and 
the city of Chongqing, according to a meeting on inter-regional cooperation 
now in session here. A major aim of the country's ongoing economic reform 

is to break down long-standing barriers between regions to boost mutual 
economic and technical cooperation, the meeting was told. The resource- 

rich yet economically-underdeveloped provinces of Sichuan, Guizhou and 
Yunnan,and the Guangxi Zhuang Autonomous Region are well pursuing inter- 
regional cooperation as a major measure to boost their economies. Last 

year, the four areas and Chonging, China's largest city, signed more that 
1,000 cooperation agreements. For example, coal-short Guangxi has invested 
90 million yuan developing coal mines in neighboring Guizhou in exchange for 
coal supplies. Aided by other areas, Yunnan will soon begin construction 

of a railway line and a 1.5 million-kw hydroelectric power station. Sichuan, 
Yunnan, Guizhou and Chongqing are pooling funds to expand cargo fleets on 

the upper reaches of the Yangtze River. The Chongqing iron and steel company 
and Sichuan's Liangshan autonomous prefecture of Yi Nationality have 

decided on the development of an iron ore mine to produce one million tons 
annually, [Text] [Beijing XINHUA in English 1215 GMT 24 Apr 85] 


CSO: 4006/201 
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JPRS-CEA-85-045 
13 May 1985 


FINANCE AND BANKING 


FINANCE MINISTER OUTLINES FINANCIAL WORK FOR 1985 
Beijing CAIZHEN /FINANCE/ in Chinese No 1, 8 Jan 85 pp 1-5 


/article by Wang Bingqian /3769 0014 0051/: "Do a Good Job in Finance to Meet 
New Situation in 1985"/ 


/Text/ A new year has begun. Looking back on 1984, even as we came to grips 
with party rectification under the leadership of the party Central Committee 

and the State Council, we have also seriously implemented the party's various 
economic and financial policies, reformed the tax system and strengthened con- 
trol over revenue and expenditure. As a result, the nation's financial situation 
has continued to improve and we have made notable progress all round. 


(1) Party rectification has corrected the guiding ideoology for financial work. 
In an important instruction issued after it heard the report from the leading 
party group in the Ministry of Finance, the secretariat of the party Central 
Committee spelled out clearly the guiding ideology for doing a proper job in 
financial work. The instruction was circulated and studied in the financial 
system and proved very inspiring and educational to the masses of financial 
cadres. They have now liberated their ideas, become more conscious of the need 
to reform the financial and tax systems and have seriously implemented rectifi- 
cation by taking realities into consideration. The relatively significant 
progress in all areas of work made by finance agencies in 1984 is essentially 
due to the implementation of the party Central Committee's various principles, 
policies and key instructions on financial work. 


(2) We have overfulfilled the financial plan and continued to maintain a basic 
balance between revenue and expenditure. The economy was strong throughout 
1984. This fact, coupled with our aggressiveness in turning losses into pro- 
fits, pooling funds, improving tax collection, controlling capital construction, 
supporting technical transformation and holding down spending has enabled us 

to do more than the budget called for. There was a substantial increase in 
revenue over 1983, while expenditures satisfied the needs of all production and 
construction projects. We also succeeded in basically balancing our budget. 

All this is essential to steady economic demelopment, the reform of our economic 
system and achieving a rising standard of living for the people. 





(3) We have seriously implemented the principle of opening up the country to 
the world, adopted flexible economic policies and further reformed the financial 
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and tax systems. In 1984, we carried out the second step of our policy to 
replace profits with taxes, formulating and promulgating certain tax reyulations 
and methods of implementation. Based on the first step, these moves were taken 
only after extensive research, numerous projections and prolonged consideration. 
The idea was to straighten out the distribution relations between the state and 
enterprises, and fundamentally solve the problem of enterprises living off the 
state's “big rice pot." In addition to the above steps, we have drawn up and 
announced a number of regulations granting preferential treatment in tax matters 
in the 4 special economic zones and 14 coastal cities. This was done in accordance 
with the instructions of the party Central Committee to meet the needs of our 
open door policy and our plan to make use of foreign capital. By further 
relaxing our policies, these reforms will do much to make our economy flexible, 
give enterprises even more autonomy, promote technological transformation and 
attract foreign capital. 


(4) We have further strengthened our financial legal system and tightened 
financial controls. Apart from the regulations pertaining to the second step 
of our policy to replace profits with taxes, we promulgated in 1984 the "Cost 
Control Regulations for State-run Enterprises" and drafted the “Account ing 

Law" and “Tentative Regulations for the Depreciation of the Fixed Assets of 
State-run Enterprises" which have been submitted to the standing committee of 
the National People's Congress and the State Council respectively for their 
consideration. Furthermore, the Ministry of Finance and various localities have 
drawn up regulations concerning the finance of enterprises, capital construc- 
tion and administrative matters. Combining party rectification with financial 
oversight, localities and departments have also invescigated and punished numer- 
ous people for discipline violations. As a result, financial discipline has 
been tightened up and some loopholes closed. 


(5) We have paid attention to the training of experts and strengthened the 
development of the contingent of financial cadres. This task is a priority 

for finance agencies at all levels. On the one hand, they have beefed up the 
construction of financial and economic schools and colleges and expanded enroll- 
ments. On the other hand, they have vigorously promoted on-the-job training 

for cadres to raise their professional standard, and speeded up know’edge succes- 
sion. In 1984, two colleges were set up for cadres in management, while the 
number of technical secondary schools for financial and tax cadres rose to 64 
from 21 in 1983. The enrollments at colleges and universities affiliated to 

the Ministry of Finance already amounted to 15,090 while there were almost 
14,000 cadres receiving on-the-job training. Following the instruction of the 
party Central Committee and the plans of party committees at all levels finance 
agencies either have rectified their leading cadres or are in the process of 
doing so. The result is younger and better-educated cadres who are generally 

of a higher caliber. 


Our financial preformance in 1984 was impressive. This is due to strengthened 
leadership by party committees and governments at all levels; close coordination 
among all departments concerned, and the hard work of all cadres in finance, 
taxation and banks of construction. But our work still does not measure up to 
the needs of the new situation and many problems remain. For iastance, our 

ideas are not liberated enough and we are still bound by traditional concepts 











and outdated ways of doing things. Our control is less than rigorous and our 
supervision halfhearted. We do not collect as much revenue as we can, while 

a good portion of our spending is wasted. As far as our style of leadership 

is concerned, we do not delve deeply into realities. Nor are our research and 
investigations thorough enough. Oftentimes, we fail to tackle new problems in 
time and are tardy in popularizing new experiences. We must earnestly solve 
these problems in the future. 


At present, both our political and economic situations are very good. Rural 
reform has been a resounding success, industrial and agricultural production 

is enjoying a sustained growth, the financial situation has continued to improve 
and all sorts of enterprises are flourishing. We have ahead of us an excellent 
opportunity for achieving a new phase in socialist construction. That opportunity 
demands that we do an even better job in financial work. In 1985, we must 
follow the instructions of the party Central Committee, continue to correct the 
guiding ideology in our work, go all out to reform the financial system and 
maintain a balanced budget, strengthen the development of our contingent of 
cadres and improve our working methods and style of leadership. We must do 

well across the board if we are to turn our finance and economy around 
fundamentally. 


1. Continue to correct our professional guiding ideology and learn new f .an- 
cial management principles. 


The party Central Committee has directed us to gradually change our old habits 
in financial work to pave the way for and serve a flourishing economy and master 
new ways to generate, accumulate and use wealth so that we become the nation's 
business manager. To realize the spirit which infuses this instruction, we must 
learn and practice continuously, summarize our experience and slowly break a 

new path. 


To master new financial management principles, we must first discard our one- 
sided view towards financial management. Rather than considering it in isolation, 
we must develop a correct economic viewpoint. In tackling a problem, we must 
study the economic conditions, participate in economic decisionmaking and make 
the improvement of economic results and the development of social productive 
forces our prime objectives. We should support whatever is worthy of our support 
and solve whater problems that should be solved, quickly and voluntarily. Of 
course, we can do only what is within our capacity. We should also diversify 

our methods. Only in this way can we make our economy flexible, develop and 

tap new financial sources and seize the initiative in our work. 


We must realize that supporting and promoting economic development involves 
much more than dollars and cents. Even more important than money is the formu- 
lation of correct financial policies and reasonable regulations and systems to 
make full use of the lever functions of finance, taxation, credit and so on, 
encourage the leader, punish the laggard amd mobilize everybody's initiative. 
Such a course of action will not only expedite the development of ali kinds of 
production and construction enterprises in the new situation, but also increase 
public revenue and reduce spending. 








The “four modernizations"” require massive public funds. Besides making sure 
every dollar in the budget is well spent, we must exploit extra-budgetary funds 
and funds in society fully and actively. The potential here is tremendous and 
can solve many problems if only we provide the proper guidance to ensure their 
rational use. Extra-budgetary funds are currently estimated at more than 100 
billion yuan. Rural funds a! o approach 80 billion yuan. We must study their 
distribution and circulation in collaboration with other relevant departments 
and channel them to areas of top priority to national construction. The 
advantages are several: they supplement the state's insufficient construction 
funds and make possible the creation of many more enterprises. Money in 
circulation generates wealth, whereas letting funds lie idle is wasteful. I 
approve of finance agencies everywhere setting up appropriate organs to manage 
all kinds of extra-budgetary funds. 


Finance agencies shou!d also see to it that funds under their direct contro! 
are used imaginatively and effectively. For instance, they can make appropria- 
tons in the form of revolving funds to a relevant unit to help it develop 
production, put it on a sound financial footing and speed up its technological 
transformation. To ensure economic results, agencles may advance conditional 
subsidies to impoverished localities and enterprises which are losing money. 
The aim is to facilitate their planning and give them greater flexibility in 
using their funds so that they can change their production conditions and back- 
wardness as soon as possible. To encourage technological transformation projects, 
which have a short turnover and produce good results to borrow from the bank 

to accelerate their work, agencies may consider assuming responsibility for 

the interest thus incurred, provided certain conditions are met. In short, 
there is much room for creativity in the use of funds. Within the framework 

of stepped-up control, the localities can approach the problem with local con- 
ditions in mind. 


Whatever their kind, all funds are spent through localities and departments. 
Finance agencies should exercise a constant oversight over this spending pro- 
cess by getting familiar with the circumstances, evaluating results, summarizing 
experience, supervising and providing guidance. In the past, we were solely 
concerned with appropriations and ignored the results they produced. This 
practice must be changed. Not only will our interest in results help the unit 
which spends money, but we will also be utilizing our funds more rationally and 
effectively and reduce losses and waste. This is an important aspect of sound 
financial management. We must continue to work on it. 


2. Vigorously enhance revenues and cut expenditures to ensure a basically 
balanced budget. 


Completing this year's financial plan and achieving a balanced budget are vital 
to the success of our reform of the economic system and the development of a 
positive situation. It is also an important political task. We must handle it 
conscientiously by adopting effective measures. 


We must devote major efforts to securing revenues. Since our various taxes are 
the main source of state income, we must further tigthen control over tax 
collection, enforce tax laws strictly, prohibit tax evasion and go all out to 
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overfulfill the tax revenue plan. In recent years, we have done quite well in 
revenue collection. The masses of revenue workers have also worked very hari. 
We must continue to exert ourselves to make fresh contributions. Both tax 
departments and taxpaying units should follow tax policles. Collect in full 
whatever should be collected, no more, no less. Overcome the present onesided 
“policy of benevolence" and put a stop to the practice of random tax reduction 
and tax exemption. I hope that leaders at all levels will strongly support the 
work of the tax departments. 


An enterprise's financial work is also very crucial, being an important compo- 
nent of its business administration as well as a basic function of its financial 
administration. Building on our achievements, we should further strengthen our 
work in this area, help enterprises improve business management, perfect 
economic accounting, speed up the circulation of funds, raise economic results, 
turn a loss into a profit, and create more wealth and generate more income for 
the state. On no account can we casually remove any financial workers, thereby 
neglecting and weakening this task. We must continue to carry out forcefully 

the nation's policy to concentrate funds to make sure our target is fulfilled, 
and even overfulfilled. This year we have effected necessary improvements in 
the way treasury bonds are issued and increased the tasks in the issue of bonds. 
I hope that all localities will stregnthen leadership, do a good job in dis- 
tribution and propaganda and go all out to make the issuance of bonds a success. 


We must strictly control and hold down spending. Capital construction this year 
is already on a fairly large scale and should not be increased. The key is to 
really focus investments on technological transformation, rebuilding and expan- 
sion. At the same time, we must get the best investment returns possible and 
increase our oversight over appropriations and lending so that we can obtain 

the quickest results with the least capital. In 1985, we must seek to replace 
appropriations with loans across the board and enforce such systems as the 
investment contracting system and the bidding system for engineering projects. 
All this work covers a wide area and involves complex issues. We must cooperate 
with the departments concerned to work out a careful plan so that we can do a 
better and more thorough job. We must keep up our financial support for agricul- 
ture, targeting our funds at the development of a rural commodity economy and 
efforts by impoverished areas to change their outlook. We must emphasize 
practical results, and summarize and popularize positive experiences. Expendi- 
tures on culture, education, science and public health are slated to continue 

to rise in 1985. In the course of actually spending this money, we must take 
pains to economize in order to achieve the maximum results with the least money. 
We must strictly control administrative costs, enterprises'’s business expenses 
and other operating expenses at all levels. We advocate hard work and frugality 
and oppose extravagance and waste. 


We must strengthen our inspection and analysis of the execution of the budget. 

We face an arduous financial task this year which involves numerous variables, 

$0 we must take care to analyze regularly the way it is carried out. If we 
discover a problem, we must tackle it as soon as possible. We must summarize 

and popularize good experiences and methods, and, in cooperation with the auditing 
department concerned, investigate and deal with any infractions of fiscal 
discipline which result in serious losses or waste. 
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3. Imsist on a dual policy combining leniency with strictness and make further 
reforms in our fiscal and tax systems. 


Passed by the Third Plenary Session of the party Central Committee, the "“Deci- 
sions Concerning the Reform of the Economic System" systematically, 
comprehensively and scientifically discusses and spells out the nature, purpose, 
contents, principles and methods of the reform of the economic system, and the 
relations between different reforms. It provides clearcut replies to a number 
of questions, theoretical and practical, which have arisen in the long course 
of socialist construction, thus advancing Marxist political economy and scien- 
tific socialism. We must seriously and repeatedly study this vital document, 
grasp its essence and merge it with ideology and the realities of ur work. 
Only in this way can we heighten our ideological understanding, cultivate the 
courage to reform, boost our confidence in reform and consciously place our- 
selves at the forefront of reform. Only in this way can we put finance on the 
right track as the party Central Committee demands so that it can act as a 
catalyst in the development of social productive forces. 


Our reform must come to grips with the central link in the production chain 

by increasing enterprises’ vitality. To pull this off, we must pool our resources 
to accomplish the following tasks. First, complete the second step of our 
policy to replace profits with taxes and keep making improvements in order to 
stabilize the relations between the state and enterprises. This should be 
accompanied by appropriate efforts to make enterprises more autonomous. Second, 
even while we seek to energize small enterprises, we must also make large and 
medium-sized enterprises owned by the whole people more dynamic. There should 
be financial support to help them bring about technological transformation and 
development. But money and tax breaks alone will not do the job. We should 
also exploit the strengths of these enterprises to the greatest extent possible 
and tap their intrinsic pontentfals, using a diversified approach. Third, 
seriously enforce the State Council's 10 regulations enlarging the autonomy 

of enterprises and other relevant regulations. The way things stand now, as 
long as we continue to implement our existing policies, enterprises have a very 
promising future. Fourth, we must straighten out the relations within enter- 
prises. There are problems involving finance, tax and accounting which finance 
departments must examine, in conjunction with other departments concerned, 

and help solve by putting forward ideas and proposals. Briefly, then, we must 
solve the two “big rice pots" as soon as possible, encourage the leader, 

punish the laggard, and streagthen enterprises’ ability to reform and develop 
on their own so that they can make continuous headway in the new circumstances. 


Our reform must be strict as well as lenient, vigvurous as well as realistic. 
Reforming the economic system involves many issues, the priorities of which 
have been set by the party Central Committee. Financial reform must consider 
the overall perspective and follow the plan of the party Central Committee. 
Since it covers a large area and is highly complex, it must be carried out step 
by step, depending on the importance and urgency of a specific task. Where 

both objective and subjective conditions are ripe and the general interest 

will be served, we must take the initiative and push ahead with reform. But 
where conditions for reform are not ripe or we do not fully understand the 
problem, we must not rush into reform without careful consideration. We must 
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not reform for reform's sake. Once a piece of economic reform is underway, 
there may occur significant changes in the distribution and circulation of 
funds. We must monitor their movements constantly and keep an eye on new 
problems as they arise so that we can control and regulate them and prevent 
new conflicts and chaos, thereby giving reform an opportunity to develop 
healthily. As things stand now, we must combine our emphasis on financial 
reform with a simultaneous effort to coordinate it with other economic reforms, 
primarily those regarding wages and prices. These reforms may have a temporary 
impact on maintaining a balance between revenue and expenditure. In the long 
run, however, they will contribute to economic development and increase the 
nation's wealth. 


The thrust of financial reform this year is the second step of our policy to 
replace profits with taxe~ and reform in the fiscal system. The former wil! 
solve the distribution p oblem between the state and enterprises. The latter 
aims to settle the distribution relations between the central government and 
localities. Both are important links in the reform of the economic system. 
Not only do they embody the spirit of administrative simplication and power 
delegation in the interest of economic flexibility, but they also live up to 
the principle of integrating strictness with leniency. Between them, these 
two reforms cover a lot of ground and invoive a lot of work. Success here 
demands a colossal effort and much energy on our part. 


In reforming the financial system, we must also pay attention to financial 
problems at the county and village levels. Every province, municipality or 
autonomous region currently has a number of subsidized counties which have 
been running a deficit in their budgets. Without overburdening its financial 
capacity, the locality concerned should take various measures to assit these 
counties to develop production and slowly increase their revenues so that they 
#ill gradually shake off their poverty and be able to pay their share of taxes 
instead of receiving subsidies. In this area, both Hubei and Zhejiang have 
accumulated positive experience and obcained impressive results, which should 
be a lesson for other counties. As for financial construction at the village 
level, pilot projects are in progress throughout the nation. Their collective 
experience should be a base for gradual application nationwide. If sound 
finance prevails in the rural areas, it can join forces with the rural collective 
eocnomy to the tremendous benefit of rural and township enterprises and rural 
prosperity. 


An important part of the reform of the economic system is the promotion of 
technological transformation and progress in enterprises. In the past several 
years, we have relaxed certain policies and adopted a number of reforms to 
boost the funds for these purposes. Statistics show that state-run enterprises 
withdraw a total of 26 billion yuan in depreciation funds each year. They 
retain about 10 billion yuan of their profits to finance production. In addi- 
tion, annual state appropriations amount to 5 to 6 billion yuan. A considerable 
portion of these funds can be spent on technologicai transformation. Building 
on this foundation, we must increase the depreciation rate of the fixed assets 
of enterprises in a way that conforms to our priorities, and offer incentives 
to them to seek technological progress. The problem now is not money. Rather, 
it is to come up with a plan to facilitate their technological transformation 
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and progress, set prioirities and use our funds on the cutting edge. If we 
hammer away at this problem along this line for a few years, we can certainly 
make a difference. 


The operating expenses of administrative units mainly come from budgetary 
appropriations by the state. This is inevitable, but living off the state's 

“gig rice pot™ is no long term solutio . From now on, we must get rid of old 
ways of doing things and find new funding sources. By transfering its scientific 
research results in return for a sum of money or charging a reasonable fee for 
its business activities, a unit can generate its ow development funds, thereby 
reducing its drain on the state coffers. Also, an administrative unit can be 
made to assume responsibility for its costs. It is allowed to keep its surplus, 
if there is one, but will not receive any subsidy to cover its deficit. Some 
items of expenditure are harder to control. Here a close coordination with 

the interests of individuals and units may be helpful. This approach presents 

a complicated situation which must be carefully studied. A number of pilot 
projects can then be set up to be followed by popularization. Experience 

should be continuously reviewed to fashion a good method through trial and error. 


4. Strengthen the construction of the financial contingent and improve the 
cadres’ caliber. 


To raise the standard of cadres and open up a new phase in financial work, an 
urgent task facing us now is to strengthen the construction of the continyent 
of financial cadres. In this connection, we must achieve the following tasks 
this year. First, in accordance with the spirit of party rectification, we must 
make rational organizational readjustments, establish a clear division of labor 
and see to it that leading cadres are equipped with the necessary responsibil- 
ities. To live up to the demands of the “four transformations” of cadres, we 
must boldly select, promote and use outstanding young and middle-aged cadres. 
This will help make our leading cadres younger and better educated as quickly 
as possible to meet the needs of financial work in the new era. Second, we 
must strengthen on-the-job training for cadres. Continued improvements should 
be made in existing colleges for management cadres, vocational secondary 
schools, TV universities, evening universities and correspondence courses. In 
addition, the Ministry of Ft .ance is scheduled to put up two new colleges for 
management cadres. In the works too is an audio-visual education and training 
center to serve cadres throughout the nation's financial system. Depending 

on their individual capacity, localities should also operate various cadre 
training courses or schools to enhance their policy understanding and professional 
expertise and speed up knowledge renewal. We must insist that training for 
cadres be work-related and geared closely to filling in gaps in their knowledge. 
We must also work out the relations between training and work. The former is 
no excuse for neglecting the latter. Third, we must strengthen the financia! 
and economic colleges and schools affiliated to the Ministry of Finance and 
vocational secondary schools in finance and taxation in the localities, 
increasing the number of needed subjects in accordance with their existing 
plans, expanding enrollments, and improving teaching quality to keep the 
financial front well supplied with a full range of experts. Leading cadre 

in finance agencies at any level must come to grips with expertise questions 

as well as policy matters and money. Comrade Deng Xiaoping has stressed time 
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and again the importance of experts. We must grasp his spirit thoroughly and 
do a good job by making painstaking efforts to train, identify and use talent. 


5. Strengthen research and improve our style of leadership and working methods. 


Today, both our political and eocnomic situations are changing rapidly, posing 
new problems for us every day. To help our ideas and work keep abreast of these 
developments, we must delve deeply into realities constantly, investigate and 
research in a no-nonsense manner and seriously summarize our experience. 
Research must be realistic and purposeful; its aim is to find a specific answer 
to a specific question. Research and investigation topics abound. Right now, 
our research must revolve around such topics as outdated systems and egulations, 
achieving a balanced budget, making our economy flexible, using foreign capital, 
and increasing economic results. To do this, we must mobilize the forces in all 
quarters, including professional cadres and scientific research personnel, and, 
under the direction of leading cadres, attack one problem after another and 

come up with a solution. This is an effective means of liberating our ideas, 
overcoming bureaucratism and raising our working standards. 


Comrade Deng Xiaoping has instructed us to discuss major issues, understand the 
situation and be a master in one's field. As comprehensive agencies, finance 
agencies look after many substantive matters and hold as many meetings. It is 
easy for their workers to get bogged down in writing memos and attending mectings. 
Leading cadres at all levels must strengthen the post responsibility system, 
unify leadership, delineate responsibilities, stay above routinism and con- 
centrate their energy on major issues, mulling over them, debating them and 
tackling them. In the final analysis, the so-called major issues all boil down 
to the constriction of the “four modernizations" and the solution of certain 
directional issues within the finance system. They are the central goal which 
all our work must serve. To handle major issues ell, we must also understand 
the overall national economy. That way we can integrate our work organically 
with the nation's overall needs, get to the essence of problems and seize the 
initiative in our work. 


To put our financial house in order demands more than quietly immersing our- 
selves in hard work. It also takes successful propaganda, internal and external. 
We must voluntarily and frequently report to our leaders to acquaint them with 
the situation and win their support for our work. There should be constant 
communication and exchange of views within the financial system and between 
agencies so that people get to understand one another and coordinate their 
actions. Moreover, propaganda tools such as newspapers, radio and television 
must be extensively used to vigorously publicize the principles and policies 

of financial work, various financical laws and regulations and the financial 
situation so that the masses will understand finance better and develop more 
concern and support for it. At present, our propaganda work is rather inadequate, 
so we must work harder ir the future. 


I believe that with all your efforts, financial work will be even better in 
1985 and our financial situation will improve further. 
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LIBERALIZING PRICES OF TECHNICAL COMMODITIES URCED 
Shanghai WEN HUI BAO in Chinese 28 Jan 85 p 1 
/Article: “Price of Technological Commodities Should Be Liberalized"/ 


/Text/ Since technological achievements are considered commodities, then the 
question of price of transfer is bound to come up. 


The price for technological commodities should be liberalized. By so-called 
liberalizing, it has two meanings. One, in keeping with the law of value and 
in negotiating the price of technology transfer in the market according to the 
quality, the buyers and sellers can conclude the transaction on a mutually 
beneficial basis, there is no need to meddle or for the state to put forth 
unified rules. Higher prices should be set for achievements of greater impact 
and of higher technical level with lower prices set for the opposite. Ina 
word, we should regulate the market. Two, we should let the price of trans- 
ferring technological commodities “turn upward” a Little. Price is nothing 
but an expression of value in terms of money. Technological achievements as 
commodities with the most value should naturally be commensurate with the 
prices. In the past, technology was not worth much; judging from the present 
situation, those technological commodities already in the market are still low 
in price as a whole, some technological achievements, in spite of the efforts 
of several S & T personnel ‘or a year or so, the transfer fee was very small. 
Units or individuals who made the technological achievements often did not have 
much to gain, this is detrimental to promoting technical progress. 


Liberalizing is the prerequisite for enlivening things, with the price “turning 
upward,” technology will become valuable and the technological achievement can 
truly become a commodity worthy of its name. The more technological commodities 
are sold, the greater the value that is created thereby making bigger contribu- 
tions to the cause of socialism and playing a larger role in advancing the four 
modernizations. In the meantime, the S & T personnel can gain more benefits, 
and, as a result, they will take more initiative and pay more attention to 
popularizing and applying the S & T achievements. Will it not be acting tn a 
way that defeats one's purpose if one side admits that the technological achieve- 
ment is a most valuable commodity while the other side tries to limit the price 
of technological achievements? 
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A fundamental way to show respect for knowledge and qualified personnel is to 
respect the intellectuals’ fruit of labor. Liberalizing the price for techno- 
logical commodities is in essence showing respect for the intellectual labor 
of S & T personnel. Only when the technological commodities become valuable 
and enjoy higher prices can we show that the work of S & T personnel is recog- 
nized by society, the intellectuals can also gain social status once the value 
of knowledge is recognized by society. Showing respect for knowledge and 
qualified personnel is out of the question if the achievements cannot make 
money in spite of hard work for a period of time. Some new problems may crop 
up after the price for technological commodities is liberalized, but they can 
be resolved by investigation and study and by perfecting the methods of 
management. 


61 














JPRS-CEA-85-045 
13 May 1985 


FINANCE AND BANKING 


CHENG ZHIPING ANNOUNCES PRICE REFORM PROGRAM 
OW121516 Beijing XINHUA in English 1454 GMT 12 Apr 85 


[Text] Beijing, 12 Apr (XINHUA)--The government will allow market forces to 
determine the prices of live pigs and pork, adjust the purchase and sales 

prices of grains in the rural areas, and raise the prices of short-haul railway 
passenger and freight traffic. 


Cheng Zhiping, director of the State Administration of Commodity Prices, 
announced this three-point program of price reform for this year at a press 


conference here today. 


These three price measures are the first steps toward streamlining the produc- 
tion, transport and commodity structures, he said. 


"China's existing price system is extremely irrational, and the prices of many 


commodities reflect neither their value nor the relations of supply and demand," 


he explained. 


"Unless we change this situation," he continued, "it will be impossible to 
correctly appraise the economic performance of enterprises, ensure the smooth 
flow of commodities between town and country, or promote the rapid develop- 
ment of the social productive forces to improve the people's lives." 


"As the country is politically stable and economically developing in a steady 
and concerted way, the time is opportune for these reforms," he said. He 
pointed out that the country has a comfortable stock of basic commodities and 
the financial situation is improving. 


Cheng said: "While we are resolute in carrying out the price reform, we must 
be prudent in taking concrete measures in this direction so that it can be 
accepted by the state, the enterprises and the public." 


While abolishing the practice of the state fixing the prices for the purchase 
of pigs and the sale of pork, the state will give guiiance to enterprises in 
negotiating prices, and urban residents will receive subsidies. 


In order to protect the consumer, he said, state food corporations will make 
purchases in times of glut and sell at reduced prices in times of scarcity-- 
thereby Leveling out prices to the consumer. 





In order to change the situation in which the selling prices of grain are lower 
than the purchase prices in rural areas, state monopoly purchases will be 
abolished and a system of contract purchases will be introduced; production in 
excess of the contract quota will be allowed to be traded freely on the open 
market. 

If, however, the market price drops below the original state purchasing price, 
the state will buy up all the grain on offer at the latter price. The state will 
not raise the price of grain sold to urban residents, Cheng said. 


In order to ease the pressure on railway transport, freight charges and the 
prices of tickets for passengers within a 200-km radius will be raised, while 
the prices of long-distance freight and passenger carriage will remain as they 
are. 


Moreover, as a way of attracting more use of highway freight and passenger 
transport, charges for these may be lowered where conditions permit. 


The first two price reform items are already in effect in most parts of the 
country, while the third is expected to be carried into effect in the first 
half of the year. 


In addition, Cheng said, price differences will be widened between goods of 


different quality, and some industrial production items will have their prices 
regulated by the market mechanism. 


CSO: 4020/188 
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HONG KONG BUSINESSMAN TO AID IN PRC DEVELOPMENT 
OWO71324 Beijing XINHUA in English 1257 GMT 7 Apr 85 


[Text] Beijing, 7 Apr (XINHUA)--A businessman in Hong Kong, Henry Ying Tung Fok, 
announced here today that he would start a foundation with 1 billion Hong Kong 
dollars to benefit China's mainland and Hong Kong. Proceeds from the foundation, 
estimated at about 100 million Hong Kong dollars a year, would be used to run 
undertakings to serve the people on the mainland and in Hong Kong, he said. 


Fok, a Standing Committee member of the National Committee of the Chinese 
People's Political Consultative Conference, is here attending its current session. 


Preparations for the foundation had already begun and a number of projects had 
been started, said Fok, who is also president of the Chinese General Chamber 

of Commerce in Hong Kong. These projects included a 100 million Hong Kong dollars 
donation for developing sports and physical culture, US$1 million to Guangdong's 
Jinan University for training specialists, and 3 million yuan (renminbi) to the 
Beijing Tumor Hospital for Cancer Research. 


Henry Fok also planned to donate $US1 million to the Ministry of Education this 
year for sending students abroad. 


A permanent scholarship program would be started on the basis of the donation 
and a separate fund set aside to encourage new developments in science and 
technology, he said. He said the guiding principle of the foundation was to 
serve the need of the country. Projects would be carried out in the order of 
priority and stress would be put on practical results, Fok said. 


Henry Fok had long been a contributor to the development of culture, education 
and sports in Hong Kong. In recent years, he had donated more than 10 million 
Hong Kong dollars for the education of local workers’ children. 


Fok was also one of the first entrepreneurs from Hong Kong and Macao as well as 
from overseas to invest on the mainland in 1979, immediately after China 
introduced the policy of opening to the outside world. He said he believed the 
correctness of the open policy and was determined to do his share in making the 
policy a success. 
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Since 1979, Fok has helped Guangdong Province and other places build bridges, 
hospitals, hotels and highways in the form of donation, low-interest loan 

or investment. An example of his success as an entrepreneur is the prosperous 
White Swan Hotel in Guangzhou, a deluxe modern structure designed, built and 
managed entirely by Chinese. 


"I do not have blind faith in my fate, nor do I know politics," he said. "But, 
since I am a Chinese living in Hong Kong, my heart is closely linked with 


my hometown in Guangdong and my motherland as a whole." 


He said that he was greatly inspired by the country's modernization drive and 
that he would contribute to the prosperity of both the mainland and Hong Kong. 


CSO: 4020/188 
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REFORM OF CURRENCY ISSUANCE DISCUSSED 
Beijing ZHONGGUO JINRONG [FINANCE IN CHINA] in Chinese No 1, 4 Jan 85 pp 16-17 


[Article by the Currency Issuance Department of the People's Bank of China: 
“Earnestly Do a Good Job in the Reform of Currency Issuance Work"] 


[Text] After the People's Bank of China began to perform the special role 
as the bank of the central government, a reform was carried out on the 
bank's organizational system. People's Bank organizations established key 
branches in prefectures and cities, and court,-level branches were 
established as industrial and commerical bnaks. This brought new circunm- 
Stances and new problems to the currency issuance work of banks. Under these 
circumstances, how is currency issuance work supposed to suit the reform 

of the banking system? How are centers going to be set up in counties in 
which People's Bank branches are not set up? How is issuance work going 

to develop in banks at all levels? These are problems thet banks’ issuance 
departments urgently need to solve. The way to solve these problems is to 
carry out a reform of currency issuance work. 


I. The Guiding Ldeology for the Reform of Currency Issuance Work 


We have carried out investigative research and tests and determined the 
guiding ideology for the reform of currency issuance work. First, the 
reform of currency issuance work must both help the macroscopic control and 
unified administration of currency issuance and must not affect the cash 
supply and flexible control of currency funds in social economic activities. 
Second, the reform must be carried out by proceeding from reality and being 
based on existing conditions, for example, whether or not the necessary 
storehouses and vehicles are prepared and whether management personnel are 
suitable. Third, the reform of currency issuance work is a matter of the 
People's Bank branches and is also a matter of specialized banks; they 

must do a good job at this work and the People's Brank branches must be 
closely coordinated with specialized banks. This is a key to the smooth 
carrying out of the reform. 


lI. The Basic Content of the Reform of Currency Issuance Work 


Recently, the People's Bank of China, the Industrial and Commercial Bank 
of China, the Agricultural Bank of China and the Bank of China jointly held 
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a meeting at Shijiazhuang on the reform of the management system of the 
credit funds of the nation's banks. "Regulations of the People's Bank of 
China for the Reform of Currency Issuance Work" (hereafter referred to as 
"Regulations”) were adopted at the conference. These "Regulations" are 
an important document for the reform of currency issuance work. The key 
content of the document follows. 


1. Any place where a People's Bank branch has been established is to set up 
issuance centers, and storage center for issuing funds that are below the 
county level are to be abolished. Counties that have not established 
People’s Bank organizations are to establish local treasuries that issue 
funds, and their issuance work along with accounts from the People's 

Bank branches are to be entrusted to authorized representatives from 
specialized banks. 


2. We must use vertical leadership for currency issuance work. The 
allocation of funds should always be handled by higher level issuance 
centers signing and issuing allocation orders. The main branch of the 
People’s Bank authorizes the branch banks to handle damaged certificates. 


3. Treasuries that issue funds are an important component of the issuance 
centers of People's Bank branches. They must handle issuance work strictly 
according to the system of issuance centers of People's Banks and the relevant 
regulations, and must be led, inspected and supervised by higher level centers. 


4. When specialized banks withdraw funds, the issuance centers or treasuries 
that issue funds must strictly control the amount of funds being drawn, and 
this amount must not exceed the savings surplus of the People's Bank. They 
must write a check every time funds are drawn and charge the account for 
every withdrawal. 


5. Specialized banks with funds that exceed the reserve limits can make 
deposits in issuance centers and treasuries with issuance funds. In order 
to keep from depositing and withdrawing funds too frequently, specialized 
banks must ratify a limit for which savings in subordinate banks must be 
retained. 


6. In cash transactions that occur between issuance centers or treasuries 
that issue funds and specialized banks, the accounting departments of 
People's Bank branches must carry out accounting of "[as published] bank 
savings" accounts involving "cash transactions" and "xx bank transactions." 


7. In order to meet temporary needs and avoid allocation and transportation 
back and forth, specialized banks can borrow funds from each other. 


©, Cash transactions between issuance centers or treasuries that issue 

funds and specialized banks must be handled according to the 1979 regulations 
of the People's Bank circulation system and the relevant documents. When 
specialized banks pay funds, they must carefully duplicate damaged items, 
keep complete and damaged certificates separate, use 1,000 yuan as the 

unit, affix labels to envelopes and skillfully carry out delivery. Issuing 
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centers or treasuries that issue currency must be strict in strengthening 

the management of storehouses, delivery, escort during transport, connections 
and other procedures. We must immediately investigate and strictly deal with 
funds that are robbed or missing. 


9. Issuing centers and treasuries that issue funds of banks at al] levels 
are establishing an inspection system which the managers of the storehouses 
are in charge of. 


10. If a mishap occurs when specialized banks are drawing funds from 

issuing centers or treasuries that issue funds, both the bank that signed 

for the funds and the bank from which the funds were drawn are responsible 
for investigating the matter, and the bank at fault bears the burden. If 
after the investigation it is still difficult to determine that the bank that 
Signed for the funds is responsible for the mishap, then the bank that the 
drew the money will pay the losses. 


11. Procedures for handling the report forms and accounting headings 
from issuance work are all dealt with according to the original regulations. 


12. When banks at all levels are establishing issuance centers and 
treasuries that issue funds, they must pay attention to providing the 
necessary management personnel and complete sets of equipment such as 
storehouses and vehicles that meet safety and security needs. Damaged 
certificate centers must provide full-time damage center personnel. 


Lil. Problems We Must Pay Attention to in the Reform of Currency Issuance 


After the reform of currency issuance work, the People's Bank branches and 
specialized banks must earnestly implement "Regulations of the People's 

Bank of China for Reforming Currency Issuance Work." They must pay attention 
to the following problems in the process of implementing these regulations: 


1. After the bank's management system for credit funds implements "actual 
funds, actual savings," when issuance funds are being taken from the 
treasuries, we must strictly check that specialized banks have enough 
surplus savings in the People's Bank branches and if there are not enough 
surplus savings then the funds being taken from the treasuries are being 
drawn without authorization. 


2. Afterappropriate reform is made with the establishment of an issuance 
center organization, apart from the locations of the central and branch 
treasuries, in theory the prefectures, cities and counties only set up one 
issuance center in a unified city. If there are difficulties in allocating 
the issuance funds, then discretion can be used to establish another 

treasury. However, we must try as much as possible to avoid establishing 
redundant organizations. Treasuries that issue funds belonging to specialized 
bank representatives must establish accounts in the People's Bank branches. 
Yet specialized banks with accounts in the People's Bank branches do not 
necessarily have to establish treasuries that issue funds, 
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3. Treasuries that issue funds are an important component of the issuance 
centers of the People’s Bank branches. These treasuries are on the same 
level as county-level issuance centers and their authority and scope of 
business are greater than those of storage centers. They are responsible 
for supplying cash to open the accounts of specialized banks. Treasuries 
that issue funds are led administratively by the People's Bank, and in 
business they are led by higher-level] issuance centers of the People's 
Bank. 


4. The issuance funds of treasuries must be strictly separated from the 
funds of business treasuries. In order to prevent deposits and withd-awals 
of funds from occurring too frequently in specialized banks, specialized 
banks must appraise and ratify a 3- to 5-day limit during which funds must 
be retained for savings in all of their subordinate banks, and they must 

put on record all the accounts opened by issuance centers or treasuries that 
issue funds. 


5. Funds that specialized banks deposit in specialized treasuries must 
be signed by the issuing bank and the issuance centers must make spot 
checks. Any funds issued to the issuance centers of other banks must 
tirst be copied by the transferring treasury before issuance. 


6. We must strengthen the management of treasuries that issue funds. 
Sub-branch issuance centers and main branch issuance centers must provide 
two to three full-time inspection personnel. They will be responsible for 
inspecting and supervising lower branch issuance centers and treasuries 
that issue funds. If they discover situations that violate the systems of 
issuance centers and the "Regulations," such as not abiding by the orders 
issued by higher level treasuries, specialized banks drawing funds without 
authorization because there is not a surplus of savings, and not charging 
accounts for each check, they must investigate and affix responsibility on 
the responsible people and leaders. 


IV. We Must Coordinate and Ensure the Smooth Carryout Out of the Reform of 
Currency Issuance Work 


We have already taken the first step in the reform of currency issuance work 
and have drawn up the “Regulations.” Yet these are only regulations in 
principle, and a few problems still need to be further looked into by the 
People's Bank branches and specialized banks. We must be closely coordinated 
with specialized banks, strive together, adopt measures and ensure the 

smooth carrying out of reform. We must earnestly study the State Council's 
"Decision on the People's Bank of China Performing the Special Role as the 
Bank of the Central Government" and the spirit of the conference on the 
reform of the bank system. We must integrate the reality of currency issuance 
work, enhance our understanding of the importance of reforming currency 
issuance work, strengthen our resolve and confidence in reform and cause 
currency issuance work to advance along a correct path. 


We must also strive to make known the importance of the reform of currency 
issuance work, earnestly study and implement the "Regulations" and enable 


9 











bank workers to consciously be swept into the great wave of reform. At 

the same time, we must also continue to strengthen investigative research, 
summarize our experiences and lessons, promptly discover problems, promptly 
adopt measures with which to solve them and cause the reform to conform 
even more to reality and be even more beneficial to the development of 

the economy. 


] 
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STABILITY, FLEXIBILITY OF PRICES URGED 
Beijiine JINGJI RIBAO in Chinese 7 Jan 85 p 3 


[Article by He Rongfei [0149 2837 7387]: "A Discussion of ‘Stability’ and 
‘Flexibility’ of Commodity Prices"] 


Text] For many years, people have formed a fixed concept in their minds: 
they understand stable prices to be frozen prices. 


The stability of prices is relative rather than absolute. “Stability” does 
not mean that prices are fixed at one level, and “stability” does not 
exclude prices from moving around an axis like waves. As long as the 
fluctuation is not great and there are no sharp increases or decreases, 

we must acknowledge prices as being stable. “Flexible” means that prices 
must meet the needs of, and move in accord with, the law of value and the 
law of supply and demand. 


The relationship between the "stability" and "flexibility" of prices is: 
Flexibility Is the Basis of Stability 


Prices must reflect value and must reflect the relationship between supply 
and demand. This then determines that prices must consider such factors 

as time, place, batch and product quality and make adaptations based on 

the differences in these factors. For example, with regard to the prices 
of fruit and vegetables, we must consider the differences in location: 
prices will be cheaper if they are locally produced and more expensive if 
they are grown at a distant location. We must look at differences in 

time: the produce will be less expensive if it is in season and more 
expensive if it is out of season, and it will be more expensive if it 

goes to the market early in the morning and less expensive if it goes 

in the evening. We must look at the differences between wholesale and 
retail and the differences in sizes of batches: funds turn over more 
quickly for wholesale purchases, so their prices are a little cheaper 

and retail prices are a lit.le more expensive; large batches are a little 
less expensive than small batches. We must look at differences in quality, 
and differences in quality will increase the gap in prices. In the past, 
the problem with the pricing system was that it did not consider, or gave 
very little consideration, to the aforementioned factors and it artificially 
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rrices of industrial manufactured goods are both low and high. If we do 

wot irry out a readjustment, we will inappropriately be helping some 

roducers while harming others, and we will thereby be affecting the 
enthusiasm of those producers whom we are hurting. Only under the pre- 
requisite of stable prices on an entire level and by readjusting the 

internal structure of prices can we cause the produce structure and industrial 
tructure to be rational and greatly enhance the results of our national 


cCconomy. 
lexibility To Help Stabilit 


’ ’ 
Do 


How can prices become stable’ 
measures to stabilize prices or do we 


use subjective will and administrative 
stabilize prices according to the law 


and 


f value? We should bear in mind that stable prices are a material basis 
for the development of production and tor abundant commodities. Using 
idministrative measures to stabilize prices only stabilizes prices in 
ippearance and will often restrain the development of production and 
improvement in the standard of living of the people. We can only realize 
true stability by abiding by the requirements of the law of value, opening 
up and stimulating the prices of certain commodities and stabilizing prices 
through the development of production. After the prices of some products 
ire opened up, it is possible that they will temporarily rise, but this 
i ily a temporary phenomenon. With the development of production, there 
will be more items, prices will continue to drop and then will gradually 
egin to stabilize. Experience has proved that if we relax prices that must 
« relaxed, the economy will then be stimulated, there will be more items, 

rices will drop and will easily stabilize; conversely, the more we block 

ices, the fewer items we wil | ive, and it will be difficult to stabilizs 
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GUANGZHGU"S GOLD JEWELRY PRODUCTION REPORTED 
Guangzhou GUANGZHOU RIBAO in Chinese 16 Feb 85 p 1 
[Article by Lin Dechang [2651 1795 2490] 


[Text] Im order to satisfy the demand of the citizens in purchasing 
gold jewelry, the staff members and workers of the Yixin Jewelry 

Factory of this city stepped up the production of gold jewelry on the 
eve of the Spring Frstival and supplied the Spring Festival market with 
sales at the factory's retail store, located at the Jiangnan Main Street, 
North. At present, the monthly output of gold jewelry is over 70 kilos. 


This factory is a specialized enterprise in the country designated to 
produce gold jewelry. It has all along processed and produced gold 
jewelry for the provincial and municipal arts and crafts service 
departments. The gold jewelry processed and produced during this year's 
Spring Festival have more than doubled that of the corresponding period 
last year. The increase in production involved over 20 designs and 
varieties, including the overlapping ring chains, double buckle chains, 
string chains, oval chains, pearl chains, rings, ear rings, pendants and 
dragon-and-phoenix bracelets. This factory also restored to production 
the "Zhu Yi Sheng” gold ornament which had the characteristics of 
traditional arts and crafts. At the same time, it also implemented 
instant stamping service, offering convenience to the masses in respect 
to the processing of gold jewelry. 


9335 
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BRIEFS 


HUNAN AUDITING WORK--Vice Governor Yang Huiquan said at a provincial auditing 
work conference on 12 April: Auditing work must be subordinate to and serve 
the party's general task and goal and ensure the smooth progress of refora of 
the economic structure. Last year auditing departments in the province 
unearthed fiscal anomalies involving 170 million yuan. They played their 
functional role relatively well. Comrade Yang Huiquan said: At present the 
focus in auditing work must be on resolutely correcting new unhealthy trends 
and ensuring the healthy development of reforms of the economic structure. 

In light of the actual conditions in Hunan, correcting new unhealthy trends 
mainly means tackling instances of using powers for private interests, running 
businesses, indulging in speculation and profiteering, randomly issuing 
bonuses and clothing, and so on, and grasping typical cases of failure to 
enforce orders and prohibitions. [Excerpts] [Changsha Hunan Provincial 
Service in Mandarin 2300 GMT 13 Apr 85] 


QINGHAI BANKS GRANT LOANS--By late February, the province's agricultural banks 
and credit cooperatives had granted a total of over 65.4 million yuan in agri- 
cultural loans to support spring plowing and commodity production. The banks 
and credit cooperatives actively help peasants solve capital problems when 
engaging in forestry, animal husbandry, transportation, and service indus- 


tries. [Summary] [Xining Qinghai Provincial Service in Mandarin 1100 GMT 
3 Apr 85 HK] 


TRUST INVESTMENT COMPANY--Nanning, 27 Apr (XINHUA)--The Guangxi International 
Trade and Investment Company was launched here by the regional government on 
Sunday. It has been set up with 100 million yuan backing to attract foreign 
funds, investment, technology and management methods to the Guangxi Zhuang 
autonomous region. It will also provide consultancy services for the setting 
up of jcint ventures and co-operative enterprises, and explore the potential 


for the region to invest in development schemes abroad. [Text] [Bei jiny 
XINHUA in English 0706 GMT 22 Apr 85] 


BANK DEPOSITS--Beijing, 22 Mar (XINHUA) --China's 
deposits totaled 71.5 billion yuan by the e 
Indvstrial and Commercial Bank of China. 
Service in Chinese 1215 GMT 22 Mar &5 OW | 


urban and rural] savings 
nd of February, ac cording to the 
| Summary } [Beijing XINHUA Domest i: 
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YUNNAN DEVELOPS NONFERROUS METALS INDUSTRY 
HK151135 Kunming Yunnan Provincial Service in Mandarin 2300 GMT 12 Apr 85 


\Text] After repeated discussions, the Yunnan Provincial Government and China 
Nonferrous Metals Industry Corporation have reached a fundamental agreement on 
expediting the developing of the province's nonferrous metals industry. Both 
parties held an agreement signing ceremony at Kunming at 1530. The agreement 


i ne ludes ° 


First, the building of the Lanping large lead-zinc-copper plant for mining, sorting, 


smelting 200,000 to 300,000 tons of lead and zinc. Both parties have agreed on 
forming a joint venture and on equal shares in the investment. The first phase 
project includes the building of a smelter with a daily production capacity of 
1,500 tons, or an annual production capacity of 60,000 tons. 


Second, the construction of the Wenshan tin mine with the capacity of mining, 


sorting, and smelting 3,500 tons of ore per day. Planned production is 3,000 tons 


of refined tin and 20,000 tons of electrolysed zinc per year. The investment 
will be equally shared by the parties. 


He, the eastside of the river, which includes an iron ore belt, will be mined 
by iron and steel enterprises; whereas the west side, which includes a copper 
ore belt, will be mined by the (Yumen) copper mining enterprise for the purpose 
of getting financial aid. Various systems for mining iron and copper will be 
established. But their specific division of work will be jointly determined by 


design, geology, and construction units. 


Third, the development of (Datongshan) iron-copper mine. Divided by (Manggang) 


Fourth, the building of Diandong aluminium plant. It is planned to first build 
in aluminium plant with an annual production capacity of 50,000 tons, as wel} 
is other projects in connection with production of [words indistinct] and the 
1luminium processing industry. The investment will also be equally shared by 


both parties. 


In order to expedite the development of the province's nonferrous natural 


leposits, both parties have agreed that: In future, China Nonferrous Metals 
idustry Corporation and Yunnan Province will jointly develop large plants and 
ines, and will make concerted efforts for promoting the province's nonferrous 


“J 
JT 








The signing ceremony was attended by Fei Ziwen, general manager of China 
Nonferrous Metals Industry Corporation; Liang Jia, deputy secretary of the 
provincial CPC committee; Qi Shan, vice chairman of the provincial people's 
congress, Zhu Kui, Chen Liying, and Dao Guodong, vice governors; (Li Yihai), 
vice chairman of the provincial economic committee; (Tang Zhenxiu), vice 
chairman of the provincial planning committee; [words indistinct], deputy 
head of the provincial metallurgical department; (Wang Dongkui), manager of 
Kunming nonferrous metals company; and others. 


CSO: 4006/546 
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YUNNAN TO DEVELOP NONFERROUS METAL INDUSTRY 
OW151331 Beijing XINHUA Domestic Service in Chinese 1524 GMT 13 Apr 85 
[By reporter Luo Ping] 


[Text] Kunming, 13 Apr (XINHUA)--The China Nonferrous Metals Industrial 
Corperation and the Yunnan Provincial People's Government signed an agreement 

in Kunming on 12 April to speed up the development of Yunnan's nonferrous metals 
industry through comprehensive cooperation. According to the agreement, the two 
sides will jointly develop large factories and mines in the future, and the 
products and profits will be distributed according to the proportion of invest- 
ment. Medium and small-size nonferrous metals factories and mines will be 
developed and run mainly by local units, and the corporation will actively 
support them. 


With abundant nonferrous metals reserves, Yunnan is known as “the kingdom of 
nonferrous metals." Yunnan ranks first in China in lead, zinc, and germanium 
reserves, second in tin reserves, and third in copper, nickel, and platinum 
reserves. Its antimony, beryllium, bismuth, silver, thallium, cadmiun, 
tungsten, and cobalt reserves rank among thetop 10 in the country. Both sides 
have decided to share investment on a 50-50 basis in building large mines 

and factories, including the Lanping lead-zinc mine, the Wenshan tin mine, and 
the Diandong aluminium plant. They will also jointly invest in developing 

the Dahongshan iron and copper mine. 


CSO: 4020/187 
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FUJIAN'S RATIONAL INDUSTRIAL STRUCTURE DISCUSSED 


Xiamen ZHONGGUE JINGJI WENTI [CHINA ECONOMIC ISSUES] in Chinese No 5, 
20 Sep 84 pp 14-19 


[Article by Shi Xiulin [2457 0208 7207]: "On Fujian's Rational Industrial 
Structure" ] 


[Text] Industrial structure refers to the interrelationship among the various 
sectors and component parts of the national economy in the system of social 
division of labor. In essense, this composition and interrelationship are 
the distribution and composition of the various elements of the productive 
forces among the industrial sectors of a country or a region. The different 
proportion of distribution and combination of these elements will directly 
affect the success or failure to bring the economic superiorities into play. 
A rational industrial structure will not only allow for a harmonious and 
proportionate development among the various sectors or inside a sector of 
the national economy of a country or region and guarantee a steady and 
sustained growth of social production, but will also succeed in bringing 
into full play the economic superiority of a country or region and enable 
the entire economic operation to attain high results. In this way, a benign 
cycle in the national economy will be realized and the people's material and 
cultural livelihood will continue to improve. 


After over 30 years of construction and several years of economic readjust- 
ment, Fujian's industrial structure is developing in a rational direction 
on the basis of the development of industrial and agricultural production. 
In the gross value of industrial and agricultural output, the proportion 
among agriculture, heavy industry and light industry went from 75 : 1: 24 
in 1950 to 42 : 21 : 37 in 1982. This change in proportion indicates that 
the production structure has changed from the former backward structure of 
taking agriculture as the main body and having a small percentage of 
industry to a balanced structure, presently taking shape, with industry 

and agriculture as the key and with industry enjoying superiority. This is 
an indication of the improvement in the extent of industrialization. Inside 
industry, we have changed from the former abnormal structure in which there 
was virtually no heavy industry to the present structure in which there is 
a balanced development between light and heavy industry and in which the 
heavy industry has established a definite foundation and the light industry 
has developed to a relatively great extent. Heavy industry went from 
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4.1 percent in 1950 to 37 percent in 1982, an increase by 26 times.  In- 
versely, the percentage of light industry went from 95.9 percent in 1950 
to 62 percent in 1982. This indicates that the foundation of Fujian's 
industry has been strengthened to a relatively great extent. In agriculture, 
we have also changed from the former unitary structure in which grain and 
cultivation were the key and forestry, animal husbandry, sideline occupation 
and fishery constituted a small proportion to the present structure of an 
all-round development in which cultivation constitutes half and the other 
undertakings also constitute half. In the gross value of agricultural 
output, the proportion of cultivation went from 76 percent in 1950 to 

53 percent in 1983, while the combined proportion of forestry, animal 
husbandry, sideline occupation and fishery went from 24 percent in 1950 

to 47 percent in 1953. This shows that the agricultural structure is 
developing in the direction which conforms to the demand of the diverse 
ecological environment in Fujian. In addition, definite changes have also 
taken place in the relationship between the basic structural sectors and 
the other industrial sectors. The energy, communications and commercial 
sectors which provide the material factors and services to industrial and 
agricultural production have all been strengthened. On the basis of 
production development, the livelihood of urban and rural residents per 
capita has also improved to a certain extent. In particular, after the 
Third Plenary Session of the llth party Central Committee, the rural areas 
have implemented the system of contracting responsibility in joint 
production. The income of the peasants has thus increased especially 
rapidly. All this shows that Fujian's industrial structure is developing 
in a rational direction. However, we should also be able to see that 
major shortcomings and problems still exist in the industrial structure. 
These are primarily as follows: (1) The existing industrial structure 
canuot bring into full play the economic superiority of Fujian's abundant 
mountain and maritime resources. (2) The existing industrial structure 
cannot bring into full play the superiorities of Fujian, which include an 
outstanding geographical location, a large number of overseas Chinese and 
the implementation of special policies. (3) In the existing industrial 
structure, the newly-rising industries which are knowledge-intensive and 
technology-intensive still constitute a very small percentage. (4) In the 
existing industrial structure, the "strategic industry," which serves as 
the pillar of economic development, does not confirm to the situation and 
characteristics of Fujian Province. Inside the heavy industry, the 
development of the mining industry, the raw materials industry and the 
manufacturing  adustry is not well coordinated at ail. In 1982, the 
manufacturing industry constituted over half, while the mining industr: 
only constituted 12 percent and the raw materials industry only 36 percent. 
All this shows that the existing industrial structure in Fujian is still 
backward, poorly effective, weak and disharmonious, thus seriously affecting 
the improvement of objective economic results and obstructing the more 
rapid development of the economy. This is also the reason why the overal! 
level of economic development in Fujian has still failed to reach the average 
level nationally. In 1982, the per-capita national income was 9.3 percent 
lower than the national average. The irrational industrial structure has 
also limited the speed of the economic development in Fujian. In 1983, 

the gross value of industrial and agricultural output throughout the country 
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was 10.2 percent higher than that of 1982. In Fujian, we only saw an 
increase of 7.5 percent. The value of state-run industrial output within 

the budget registered a growth at 8.9 percent nationally and only 5.8 percent 
for Fujian, which ranked 26th in the country. If changes do not take place 
rapidly, this situation will seriously affect the realization of the 
strategic goal of Fujian. 


The transformation of Fujian's industrial structure is not only of extreme 
importance but also of extreme urgency. We know that the tide of a new 
technological revolution symbolized by microelectronics, bioengineering, 

new materials, laser technology and new energy technology is rising in the 
whole world. The arrival of the new technological revolution will produce 

a major impact on the production of material wealth, and will inevitably 
produce a tremendous motivating force for changing the industrial structure. 
Presently, many countries in the world are studying the countermeasures 

for reshuffling their industrial structure in the direction of knowledge- 
intensive and technology-intensive industries. We can foresee that, in the 
next 10 to 20 years, the new technological revolution will lead to a new 
industrial revolution. This trend of development has provided a very good 
opportunity for development in the four modernizations in our country and in 
Fujian. At the same time, it has caused us to face a stern challenge. If, 
from now on, we begin to take the initiative to adpat to the tide of a new 
industrial development, count on the possible factors and seize the opportu- 
nity and fully absorb and utilize the results of the world's advanced science 
and technology to transform our industrial structure and accelerate our pace 
of economic development, we not only will be able to realize the strategic 
goal formulated by the 12th party congress, but will also be able to enable 
the level of production technology of some important industrial sectors to 
approach or catch up with the world's advanced nations by the early 2lst 
century. 


To carry out qualitative transformation of Fujian's industrial structure, 
presently, we should set up a rational industrial structure that meets the 
needs of the situation of the new technological revolution and that conforms 
to the situation and characteristics of Fujian Province. I maintain that a 
rational industrial structure for Fujian should be: A highly effective, 
highly processing oriented, highly knowledge oriented and externaily 
oriented industrial structure that takes a modernized large-scale agriculture 
as the basis and the four major strategic industries as the pillars, that 
combines the newly-emerging industries and the traditional industries with 
Fujian characteristics, and that combines domestic economic cycle and parti- 
cipation in international division of labor. 


In light of the reality of the province, Fujian should bring into full play 
the following superiorities in building its own industrial structure: 


|. Determined by the natural characteristics, the superiorities manifested 
in agriculture are primarily as follows: Forestry, aquatic products and 
fishery, the cultivation of economic crops, and subtrepical fruits. The 
whole province is naturally gifted for the development of forestry. The 
mountainous area constitutes 81 percent of the land of the whole province. 
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Of this, the land used for forestry constitutes 73 percent, giving a figure 
of roughly some 130 million mu. The climate and rainfall are suitable. The 
province is one of the provinces throughout the country where the growth of 
trees is fastest. According to statistics, the average timber output is 
5.58 cubic meters per hectare, 3 times higher than the rest of the country. 
The growth cycle is shortened by 1/2 to 2/3 compared to the northeast. With 
regard to the existing forest grounds, the volume of accumulation was 

5.5 cubic meters per mu, first among the southern provinces. There are 
extremely outstanding natural factors for fishery. There is a vast expanse 
of water. The offshore fishing ground totals 136,000 square km, larger than 
the land surface of the whole province. The shallow waters where breeding 
can take place total 1,340 square km. The ponds, lakes, rivers, streams 

and reservoirs which can be utilized total 479 square km. There is an 
abundance of aquatic resources, with over 50 varieties. Yellow croaker, 
anchovy, sardine, haritail, and shrimp all register an annual output of 

over 500,000 dan. In 1983, the output of aquatic produces constituted 

10.98 percent of that of the whole country. Due to the diverse ecological 
environment throughout the province, the soil and temperature are extremely 
suitable for the cultivation of sugarcane, peanuts and other subtropical 
economic crops and subtropical fruits. In 1981, sugarcane output constituted 
13 percent of that of the whole country. There were many name-brand tea 
varieties. Such famous (ea as ooling and tieguanyin and such special 
southern fruits as litchi, longan and Loquat were all products of great 
demand. To establish a solid foundation for Fujian's economic development, 
we must strengthen the large-scale comprehensive agricultural sector which 
includes such diverse production activities as cultivation, forestry, 

animal husbandry, fishery and sideline o-cupation. 


2. Determined by the characteristics of our natural resources and mineral 
resources, the superiorities in industrial production are the high-level 
processing industry involving timber and forest products, the food industry, 
light industrial processing industry and construction materials industry. 
Obviously, the abundant forestry ‘resources, fishery resources and the 
resources of the subtropical economic crops not only have a wide variety 

but are of good quality. They have provided the superior ‘actors for 
developing the high-level processing industry involving timber and forest 
products, the food industry with the fermentation industry, the caaning 
industry, the sugarcane fine processing industry in the main, as well as 

the light industrial processing industry which embraces Fujian characteristics. 
In respect to mineral resources, we have a wide variety of rare metals and 
nonferrous metals. There are over 54 verified mineral types in reserve 
throughout the province, constituting 40 percent of the 134 types throughout 
the country. Quartz and tungsten enjoy definite position nationally. 

The reserve of quartz (natural silicon) totals several billion tons of a 
wide variety and of outstanding quality. We also have extremely abundant 
granite and limestone resources. The condition of these mineral resources 
has determined that construction materials industry as one of the superior 
industries. 


Let us discuss the forest processing industry first. It is a high-level 
forest processing industry which includes the production of virgin wood 
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in the torests, timber processing and chemical industry involving forest 


products. In 1983, Funian"s timber output constituted 7.6 percent of 
that ot the whole country. After Liberation, the province has already 
supplied the country with over 80 million cubic meters of timber. With 
the progress of our country's four modernizations, more and more timber 


nd other forest products are in demand. On his inspection io Fujian, 
Premier Zhao once pointed out: if, from now on, you work hard for 20 to 30 
years to increase the timber output by several million cubic meters, you 
will have rendered a very great contribution to our country and will greatly 
increase the income of the masses. He also pointed out that, in developing 
torestry, in addition to the production of virgin wood, Fujian could also 


carry out torestry processing and chemical industry involving forest products. 
The large-scale forest processing industry as a “strategic industry" will 
bring along the development of a large number of complementary industries. 


(ry instance, the machine-building industry involving timber processing, 

the machine-building industry for the chemical industry involving forest 
products, the transportation undertaking and the furniture manufacturing 
trade. If we emphasize the development of the high-level processing of 
timber and forest products, we can increase our output value and profit 

by more than a dozen times or even several dozen times. For instance, 

in 1982, we imported from the United States a complete set of technological 
facilities tor a medium-thickness fiber board factory. Every year, only 
104,000 cubic meters of cut timber and processed surplus materials are 
needed as raw materials to produce 45,000 cubic meters of medium-thickness 
fiber board, with almost 40 million yuan in annual output and over 12 million 
yuan in taxes and profits. More so with the chemical industry involving 
forest products. Primary processed rosin is worth 600 to 800 yuan per 

ton. Secondary processing will yield hydrogenated rosin which is worth 

7,000 to 8,000 yuan per ton. The exported hydrogenated rosin can be sold 

at $5,000 per ton. The people of Fujian have managed the forestry business 
for a long time and have acquired rich experience in doing so. Additionally, 
we have imported the advanced forestry equipment from abroad. Thus, there 
‘re bright prospects for the large-scale forest processing industry to 

become 42 strategic industry. 


Next, let us talk about the Light industrial processing industry. This is 
a general term that includes many light industrial sectors. It includes 
such light industrial processing industries as the food industry, the canning 
industry, the processing industry involving aquatic products, the paper- 
making industry and the spices and pertume industry. The abundant Light 
industrial resources in Fujian have provided superior raw materials for 
developing these Light industrial processing industries. Take the food 
industry as an example. Presently, the output value for the food industry 
constitutes 39.5 percent of the value of light industrial output. Yet, the 
industry at present is still primarily one that involves primary processing. 
[f we switch to developing fine processing of food, then we will increase the 
output value by a wide margin. For instance, sucrose is one of the products 
in great demand in our province. Presently, only primary processing yielding 
low-grade sugar is carried out. Lf we further develop the fine processing of 
ch high-grade products as retined sugar, retined powdered sugar and 


, 


ist-dissolving sugar, then we will obtain a very handsome profit. As we 





the development of the electronics industry. (3) Presently, Fujian has 
already established a definite foundation in the electronics industry. Over 
the last several years, 19 production lines have been imported, which have 
greatly promoted the technological progress of the whole trade. Fujian's 
position in the electronics industry has gone from l6oth-l7th in the country 
in the past to 8th. Last year, the output value of electronics industry 
totaled 460 million yuan, up 47 percent compared to the preceding several 
years. At present, there are 13 catagories and over 550 kinds of electronic 
products. The development of the electronics industry can also enable the 
various sectors of the national economy to popularly apply the electronics 
technology in transforming the old enterprises. This will be of major 
strategic significance in improving the economic results of the various 
sectors. Currently, we must focus on the use and manufacture of microcomputers 
and emphasize the production of medium- and small-scale integrated circuits 
and - ctronic parts and components. At the same time, we should also empha- 
size the development of such new products as household electrical appliances, 
radio communication devices, computer telephones and electronic toys. 

Whether we are adapting to the situation of the world's new technological 
revolution, or meeting the needs of transforming old enterprises, without a 
doubt, the electronics industry should become one of the "strategic industries" 
ot Fujian. 


[he two categories of industry described in passages two and three above 
can become the four major strategic industries of Fujian Province. There 
are newly-rising industries as well as traditional industries. Onl_ by 
combining the two and gradually expanding the ratio of the newly-rising 
industries can we enable our industrial structure to face the present as 
well as adapt to the future, and to gradually become high efficiency 
oriented, high-level processing oriented and knowledge oriented. 


4. Netermined by the geographical location and social historical factors, 
the superiorities in the external and economic activities are primarily as 
follows: Convenient transportation along the coast, a large population 

of overseas Chinese, quick access to information and multiple channels 

for funds, which are convenient for expanding external and economic 
cooperation and for importing, applying and absorbing new technologies 
from abroad. In respect to geographical location, Fujian is situated along 
the Jv,ast near various Southeast Asian countries as well as Hong Kong and 
Macal. It is separated from Taiwan by just a stretch of water. The coast- 
line of the whole province is 3,300 km long, with many natural deep water 
harbors and great potential for developing ocean shipping. In respect to 
social and historical factors, Fujian has long been a famous overseas 
Chinese area, having some 6 million overseas Chinese and Funian Chinese 

of foreign nationality. Historically, there have been frequent external 
and economic exchanges. Now, it is a province implementing the flexible 
measures on the basis of the special policy of opening up even more to 

the outside world. Also, it has the Xiamen Special Zone as its window. 
The characteristics of this geographical factor and social historical 
factor have determined the unique superiority of Fujian in utilizing 

the international market and participating in the international division 
of labor. To realize a rational industrial structure in Fujian, we must 
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develop our external and economic relations, face the international market, 
and combine the domestic economic cycle with a planned participation in 

the international division of labor. In this way, we will be able to 
gradually change the industrial structure from an internal-type structure 
with domestic cycie as the key to a external type commodity economi< 
Structure with a foreign cycle as the key. 


An indication of a rational industrial structure is the ability to realize 
a benign cycle of the economy. Whether this benign cycle takes a & st ix 
cycle as the key or a foreign cycle as the key is determined by the 
geographical and communications factors as well as socioeconomic factors 
of a country or region. With the formation of a capitalist world market, 
the closed-door and self-sufficient state of some localities and nationalities 
has long been replaced by the increasing interchanges and interdependence 
among the various nationalities. After World War II, with the progress 
in science and technology and the deve’ opment of the social productive 
forces, the various countries and regions have become more and more dependent 
on the international market. The procuction and consumption of the various 
countries and regions all embody an international character. In particular, 
under the situation of the new technological revolution, the economic 
alliance among nations and regions have become more frequent and more 
important. Thus, in considering an industrial structure, we must not lLliwit 
ourselves to one country, but must carry out study in relation to the 
development of the economy of the entire world. With the superiorities of 
the above-mentioned geographical location and historical factors, Fujian's 
industrial structure must further face the world, participate in the 
international division of labor, expand the ex.ernal and economic relations 
(including foreign trade, utilization of foreign funds, import of advanced 
technologies from abroad, cooperative business and export of labor service), 
and boldly utilize all the elements abroad which we can use. Thus, a 
rational industrial structure for Fujian should not be an internal-type 
structure with domestic cycle as the key, but must face the international 
market, combine the domestic economic cycle with a planned participation 
in the international division of labor, and gr: lually shift to taking a 
foreign cycle as the key. Only in this way can we make use of international 
economic exchanges to give prominence to our strong points and ivoid our 
weaknesses, and can we utilize the results of the new technological 
revolution in the world to bypass the stage of developing certain traditional 
technologies and directly enter into a higher stage of new technologies. 
Only in this way can we accelerate Fujian's economic development and nerrow 
the gap between Fujian and the world's advanced level. Of course, taking 
foreign cycle as the key does not mean we do not want a domestic cycle. As 
coastal region in the country, Fujian shoulders the task of transferring 
smported advanced technologies to the fraternal provinces and municipalities 
in the hinterland in the domestic division of labor. It also shoulders 
the task of exporting to the hinterland the “foreign goods" which it 


produces. Thus, while expanding its international economic relationship, 
we must also vigorously develop the economic exchange and cooperation wit! 
the fraternal provinces and municipalities in the hinterland. Thus, 
although the orientation outward of the industrial structure is primarily 
to face the international market, it also includes facing the domesti: 
market. 
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understand, the production otf every ton of refined sugar will bring about 
some 100 yuan more in taxes and profits than the production of class 

ordinary white sugar, thereby increasing the output value by 250 yuan. A 
small sugar refining installation which produces 250 tons of refined sugar 
daily will yield 90 million yuan of annual output value a year and 22 niilion 
yuan in taxes and profits. Using sugar as the raw material, we can also 
develop secondary and tertiary processing, such as the development of the 
sucrase industry. This sucrase can be used as an emulsifier and foaming 
agent for improving the quality of food when added to food production. In 
developing the food industry, we can also develop the fermentation industry 
and produce such products as amino acids (lysine and glutamic acid), 

ribose and nucleic acid, and fructose and glucose syrup. This will be 
favorable to enhancing the development of the bioengineering technology which 
is already in the embryonic stage. The canning industry is also a superior 
industry in Fujian. In 1982, in the gross amount of the 40 major commodities 
exported from the whole province, canned goods constituted 29.8 percent. If 
we further develop new varieties and improve quality, there will be a great 
future for development. The processing industry involving aquatic products 
is also anxiously awaiting development. The utilization of maritime 
biological resources is an aspect of maritime engineering. Fujian has 
abundant maritime resources. I[t is extremely necessary to develop and 
utilize these resources in a better manner. Next, our abundant timber and 
grass fiber resources have created favorable factors for developing the 
paper-making industry. Fujian has enjoyed a long history of paper-making 

and has enjoyed an important position nationally. If we further import new 
technologies and develop new varieties, we will be able to bring into full 
play the superiority of the paper-making industry. The spices and pert ume 
industry is still another superior undertaking in Fujian. Now, we can 
produce several dozen perfumes and synthetic perfumes and spiced medicines. 
It we expand the cultivation of spice resources and improve our ability for 
precise manufacture and synthetic processing, and develop multiple processing 
channels, we will turn this into a very superior undertaking. In short, the 
development of the above mentioned several Light industrial undertakings 

has the following merits: a good foundation, economy in investment, and 

fast and high results. [t not only can bring into full play the strong 
points of Fujian's natural resources, but can also absorb labor forces 

on a broad scale. It is extremely suitable to the situation and characteris- 
tics of Fujian. Thus, the light industrial processing industry is a 
strategic industry and must be regarded as a pillar by Fujian. 


The third one is the construction and building materials industry. This 
includes the construction business and the building materials industry. 
Fujian has abundant Labor forces. There is 1 relatively large number o! 
labor forces involved in the construction technology along the coast. At 
present, the civil engineering teams throughout the province have been al! 
over the southern provinces. The construction workers in such places a 
Southern Fujian and Huian are experienced in the traditional method ot 
building stone houses. They have contracted construction engineering jot 
as far as Xizang. We can organize our province's strength in construction 
into more specialized engineering teams and further carry out technological 
training on them so that they can contract engineering projects all over 
the world. This way, we not only will solve the problem of labor employment 


83 





for some people, but will also create a large amount of foreign exchange 
for our country. Our income will be even greater if we develop contracting 
of engineering projects abroad in conjunction with the export of building 
materials. It was through actively promoting contracting engineering 
projects abroad that South Korea obtained a tremendous amount of foreign 
exchange. In 1972, South Korea's income in foreign exchange from export ing 
labor service was only $83 million. In 1981, it was over $11 billion. 

This has also brought along the export of turnkey facilities. We should 
learn from this experience. The very abundant resources in building 
materials throughout the province have provided a superior factor for 
developing the building materials industry. If we import advanced techno- 
logies from abroad and further develop our building materials industry, 

we will make the building materials industry into a superior industrial 
sector in the national economy. In particular, Fujian has begun a study 

on new-type building materials several years ago. For instance, we have 
utilized powdered coal, coal cinders, lime dregs and flouride gypsum as 
raw materials in producing medium-sized powdered coal bricks; utilized the 
nitrite in the salt field as the raw material together with paper fiber, 
glass fiber and a retardant in trial manufacturing gypsum board; utilized 
Sugarcane bagasse to produce soundproofing board; and trial-manufactured 

we gaofa pao ban [7005 7559 4099 3133 2647] wusu [7005 1043] drainage pipe, 
and vinyl floor. If we further develop the export of these new-type building 
materials, we will enable the building materials industry to become another 
strategic industry of Fujian even sooner. 


3. The electronics industry (including household electronic industry, and 

the microcomputer industry and software industry used to equip the various 
sectors in production). The electronics industry is a newly-rising technology- 
intensive industrial sector. According to the forecast of the development of 
the world economy in the next 20 years, those industries which are mainly 
high-tech intensive will become more and more important. Whether we are 
developing the highly technologically concentrated development industries or 
developing the high-level processing industries with the machine-building 
industry as the key, or information industry, we cannot be divorced from 

the electronics industry and the software industry which serves the electronics 
industry. Now, many countries have attached great importance to this type of 
industry and have referred to it as “the industry that meets the demand: 

of the times." In order to improve our province's industrial and technologi- 
cal level as rapidly as possible, and in order to meet the needs of the 
development of the world economy in the future, it is of great necessity 

to give priority to developing the electronics industry and the software 
industry. Fujian has the following favorable factors for developing this 

type of industry: (1) Fujian has many overseas Chinese. Some overseas 
Chinese and Chinese of foreign nationality are themselves experts or 
entrepreneurs who study this aspect. The, are enthusiastic about the 
construction of their home country. Their investment and import of advanced 
technologies in the electronics industry will be an important approach to 
accelerating the development of the electronics industry. (2) Fujian is 

a province which is implementing the special policy. There are all kinds 

of preferential factors for attracting covperation from foreign businessmen 
and for importing advanced technologies on a broad scale in order to accelerat: 





mit the above, several aspects are closely related. A modernized 


~ - we Ser i} 2c 
irge-scale agriculture is the ioundation of agriculture, and the four 
jor strategic industries are the pillar and backbone of the econony. 
Re living around the strategic industries are a large number of complementary 
i stries and basic sectors. External economic relations is the key to 


rating economic development. We cannot do without any of the above. 

by setting up an industrial structure with these elements can we 

fujian’s economy in the fastest way, can we realize the benign 
Fujian’s economy in the smoothest way, and can we render still 


reater contributions to the four modernizations in the whole country. 
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13 May 1985 


INDUSTRY 


BRIEFS 


CANNED FOOD PRODUCTION--Beijing, 10 Apr (XINHUA)--China plans to produce a 
record 1 million tons of canned food this year, 13 percent more than in 1984, 
the PEOPLE'S DAILY reports today. The planned increase follows the rapid ex- 
pansion of tourism in recent years and the growing popularity of canned 
foodstuffs among the general public. Domestic sales surpassed exports Last 
year for the first time. Varieties of canned foodstuffs include seafood, 

jams, and vegetables of various kinds. Cans also come in various sizes and 
capacities suitable for restaurants, canteens and home use. The food industry 
plans to import production lines to manufacture cans with easy-open lids. |Text|! 
[Beijing XINHUA in English 0336 GMT 10 Apr 85] 


CSO: 4020/186 
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JPRS-CEA-85-045 
13 May 1985 


CONSTRUCT LON 


GUANGDONG EXPANDS OVERSEAS CONSTRUCTION EFFORTS 
HK120836 Guangzhou NANFANG RIBAO in Chinese 8 Apr 85 p L 


[Report by Hu Hanwen [5170 3352 2429]: "Provincial Building Industry Enters 
a New Stage in Contracting for Projects Abroad"] 


[Text] In the 5 years since it began operations, the Guangdong branch of 
China Construction Engineering Company has actively expanded its operations 
abroad. Its volume of business under contract has grown with each passing 
year, bringing in a large amount of foreign currency for the province, and has 
established a good reputation in some countries and regions. 


The Guangdong branch of the China Construction Engineering Company was founded 

in 1980. It was the first unit of the province's building industry to contract 
for projects abroad in the world's construction market. After the 3d Plenary 
ession of the llth Central Committee, this company first signed a contract 

1 hrough its agent in Hong Kong with Japan's Mitsui Ltd. on sending 157 workers 

to render labor service in the construction of the (Kufa) [1655 3125] 

Agricultural Technical Institute in Iraq. In implementing the contract our 

Side worked in active coordination, and the building quality was fine, which met 
the satisfaction of foreign businessmen. The fulfillment of this contract brought 
in US$3.15 million in foreign currency for China. Since then the company has 
further extended its operations abroad and has constructed more than LO projects 
successively in Iraq in the Middle East, the Congo in Africa, Libya, Gabon and 

in the Hong Kong-Macao region. In 5 years a total of 2,000 workers have been 

sent abroad, completing building projects with a floorspace of about 100,000 squire 

meters under contract and a business volume of $40 million. 


In its operations abroad the Guangdong Branch of the China Construction Engineer- 
ing Company has persisted in the principle of "fulfilling contracts, ensuring 
quality, requiring a low profit, and attaching importance to obligations," 

which has won the admiration of relevant countries and people. For example, the 
construction workers of the province sent to undertake projects in Iraq made 
light of the scorching heat, worked conscientiously, and fulfilled the contracts 
to specifications. The party concerned in [raq was deeply moved. The company 
contracted for the Congolese Congress Hali project, which included an auditoriun, 
an international conference room, meeting rooms, a bancuet hall, and office 
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building, with a total floorspace of 33,000 square meters. The project began 
in July 1981 and was completed in May 1984, 2 months ahead of schedule. The 
Congolese president, His Excellency Denis Sassou-Nguesso, expressed his satis- 
faction over the quality and rate of construction of the project, invited 

the Chinese Government delegation to the opening ceremony of the hall, and 
conferred altogether 8 gold medals for leaders and silver medals for fighters 
to Meng Xianchun and Zhang Meilian, head and deputy head of the specialist: 
group respectively, and Wu Jieshi and others. 


Since the beginning of this year, the Guangdong branch has reformed its managerial 
and operational systems, organized an extensive combination body with the parti- 
cipation of the building industry of various prefectures, cities, and counties 
concerned with the branch as the main part, and implemented such new managerial 
measures as "coalesced operation with collected funds" and the "responsibility 
system with contracted projects." In 1985, a responsible department at a higher 
level assigned the branch the following task--sending 600 workers abroad to 
fulfill a business volume of $10 million under contract. This signifies a new 
developmental stage in the overseas operation of the province's building industry. 
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CONSTRUCTION 


CONSTRUCTION OF FENGZHEN PO'VER PLANT PLANNED 
Hohhot NEI MONGOL RIBAO in Chinese 3 Feb 85 p 1 


/Article by Zhou Xinjia /0719 1800 0857/: "State Approves Inclusion of Fengzhen 
Power Plant in the Seventh 5-Year Plan"/ 


/Text/ Hohhot--With the approval of the State Council, the letter listing the 
engineering task of the Fengzhen Power Plant has been officially endorsed and 
made known to lower levels in mid-December 1984 by the State Planning Commission 
including the Fengzhen Power Plant, a directly subordinate construction project 
of the Ministry of Water Conservancy and Electric Power, into the Seventh 5- 
Year Plan. 


The construction scale of the Fengzhen Power Plant is 800,000 kw with four 
200,000-kw generating sets made in China to be installed. When completed, this 
power plant will be the largest thermal power plant in the western part of the 
autonomous region, its installed capacity will be nearly 100,000 kw larger than 
the total installed capacity of various plants directly subordinate to the 
Hohhot and Baotou power network in 1984, 


To speed up the construction of the Fengzhen power plant, the autonomous region 
has decided to raise 5 million yuan, first itself, in order to get the construc- 
tion started in 1985: The Nei Mongol Hydroelectric Power Survey and Designing 
Institute has, in compliance with the demands of the State Planning Commission 
and the Ministry of Water Conservancy and Electric Power, stepped up revising 
work on the basis of the preliminary designing of 400,000 kw capacity. The Nei 
Mongol Electric Power Administrative Bureau is oiyanizing forces from all ;juar- 
ters to lay the groundwork for the examination ofthe revised preliminary 

design of the Fengzhen Power Plant. 


The construction of the Fengzhen Power Plant is a major even in economic con- 
struction during the Seventh 5-Year Plan period and more so a cardinal matter 

in the production of the power industry in the autonomous region. Thr construc- 
tion of the Fengzhen Power Plant represents an important plan for solving the 
contradictions between power supply and demand in the western part of our region 
during the Seventh 5-Year Plan period and will ease the power supply-demand 
contradictions of the Hohhot-Baotou power network, in particular providing more 
substantial electric power for the development of the Jungar coalfield and 
petroleum in the Eren Basin and for the expansion and renovation of the Baotou 
iron and steel complex. 
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CONSTRUCTION 


HENAN ACTS TO SOLVE CONSTRUCTION PROJECT PROBLEMS 
HK140421 Zhengzhou Henan Provincial Service in Mandarin 1030 GMT 13 Apr 85 


[Excerpts] From 9 to 12 April, the provincial government held a conference 

at Pingdingshan on key construction projects. In view of the difficulties 

and problems encountered in the construction of the 18 state and provincial 
key projects being built in Henan this year, Vice Governor Ji Hanxin and a 
responsible comrade of the provincial planning and economic commission studied 
each project and formulated ways of solving the problems. These measures have 
now been worked out for the units and personnel involved, and a deadline has 
been set for solving the problems. 


This is the last year of the Sixth 5-Year Plan, and the on-schedule completion 
and operation of the key projects has a decisive impact on the province's 
economic development. 


Progress of constructing the Jiaozuo power plant was affected due to the late 
placing of orders for steel, and 19 of the 37 construction items there had 

to come to a halt during March. The meeting solved on the spot the problem 
of several hundred tons of urgently-needed steel by working out arrangements 
with the supply, production, and railway transport departments. 


The Yaomeng power station is now in an intensive construction stage. However 
the progress of some items has been affected by leftover problems such as Land 
requisition and the need to move local inhabitants. Work on some of these items 
has come to a halt. The meeting assigned the solution of this problem to 
leading comrades of the Pingdingshan City Government and demanded that they 
immediately organize forces to solve it properly. 


Arrangements for the capital and material needed for construction of the Huang 
He road bridge at Zhengzhou have already been worked out with the provincial 
material supplies bureau, construction bank, and Zhengzhou Railway Bureau, so 
as to ease road traffic congestion across the Huang He as soon as possible. 


CSO: 4006/546 


92 





JPRS-CEA-~85-045 
13 May 1985 


CONSTRUCTION 


GUANGDONG TO EXPAND BUILDING MATERIAL INDUSTRY 
OW160524 Beijing XINHUA in English 0313 GMT 16 Apr 85 


[Text } Guangzhou, &dong Province in South China is 
speeding up buildin i by importing up~to-date equipment and 
technology, departments concerned, 


Imports include 
float glass, and 


A 100-million U.S. joi nture, the Guangdong Float Glass Company Ltd., 
between China, United States and Thailand held a ground~breaking ceremony 
Carlier this month in Shekoy industrial area in Shenzhen Special Economic Zone 
in the Province, 


The project will use technology directly transferred by PPG {Industries Inc of the 
United States which is recognized as the world's leading manufacturer of glass, 


The joint venture will produce plate glass, tinted glass and reflective glass. 
It is to 80 into operation in 1987, 


CSO: 4020/188 
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PRELIMINARY PROJECT OF DAGUANG DAM SCREENED 
Haikou HAINAN RIBAO in Chinese 27 Jan 85 p 1 


[Report by Huang Kexin [7806 0344 2956): "screening the Preliminary 
Design of the Daguang Dam Hydroelectric Power Project] 


[Text] The Water Conservancy and Hydroelectric Power Construction General 
Bureau of the Ministry of and Power and the people's 
government of the Hainan ct jointly convened a 
conference from 20 to 26 Ja electing a location 
for the Hainan Island Hydroelectric Power 

preliminary design for the Daguang Dam Water Conservancy 4n 

Power Project. Attending the conference were some 90 people, including 
specialists, engineers and responsible comrades of concerned departments 
under the Ministry of Water Conservancy and Power as well as concerned 
departments of the Guangdong Provincial Construction Committee, the Office of 
Water Conservancy and Power, the Hainan District and the Hainan Li and Miao 
Autonomous Zhou. The comrades attending the conference heard relevant 


reports and conducted on-site surveys. In addition, through adequate discussion, 


they basically agreed with the main conclusion stated in the "Report on the 
Plan of Selecting 4 Location for the Hainan Island Hydroelectric Power 
Project" and the "Revised Report on the Preliminary Design of the Daguang 
Dam Water Conservancy and Hydroelectric Power Project” proposed by the 
Zhongnan Survey and Design Institute of the Ministry of Water Conservancy 
and Power. They unanimously proposed taking the Daguang Dam Water Con- 
servancy and Hydroelectric Power Project as 4 key construction project in 
the near future, including it in the state's "Seventh Five-Year Plan," 

and begin construction as soon as possible. 


The Daguang Dam Water Conservancy and Hydroelectric Power Project is 
located in the Dongfang County at the middle reaches of the Changhua 
Jiang. It is comprehensively useful in power generating, irrigation and 
water supply, and is a key project which will accelerate Hainan's 
development and construction. According to the plan of the design, the 
total generating capacity will be 260,000 kw and the full storage 
capacity will be 1.6 billion cubic meters. It will be able to irrigate 
nearly 1 million mu of farmland of the dry zone in the western portion 
of the island. 








The specialists attending the conference maintained that the regional 
geological structure of the Daguang Dam Hydroelectric Power Project was 
stable. A slight treatment of the river bed foundation where the dam 
will be located is necessary before construction. The land on both 
banks is flat and broad. There is abundant reserve of earth, sand, 

stone and volcanic ash, which will be suitable for large-scale mechanized 
construction. The specialists also held that the early stage of the work 
involving the Daguang Dam Water Conservancy and Hydroelectric Power 
Project was relatively adequate. In addition, communications were 
easily accessible and the factors for construction were good. Thus, 

the building of this project not only was an urgent need for accelerating 
the development and construction of Hainan, but was also a practical 

and realistic endeavor. The specialists presented many valuable ideas 
and propositions regarding the designing work of the latter stage by 

the Zhongnan Survey and Design Institute of the Ministry Water Conservancy 
and Power. 


Xie Zonghui [6200 1350 6540], responsible person of the peopleS govern- 
ment of the Hainan Administrative District, attended the conference 
and delivered a speech accordingly. 


9335 
CSO: 4006/437 
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BRIEFS 


HARBOR BEGINS OPERATION--Nanjing, April 23 (XINHUA)--A new harbor on the 
Yangtze River has gone into trial operation in Zhenjiang, Jiangsu province, 
bringing the number of harbors able to accommodate ocean-going ships on 

the lower reaches of the river to five. A treighter carrying 17,000 tons 
of iron ore anchored in Dagang Harbor on April 21, according to project 
officials. A key state project, the harbor will have four 10,000-ton 
berthes, a 2,000-ton phosphorous dock, a 130,000-sqaure-meter dumping yard 
and 13,000 square meters of warehouses. The annual cargo handling capacity 
will be 2.36 million tons. Construction started in 1982 and will be 
completed at the end of this year. [Text] [Beijing XINHUA in English 1442 
GMT 23 Apr 85] 


PLANS TO PRODUCE CARDBOARD--Beijing, April 22 (XINHUA)--China will build 

an industrial base for producing carboard soon in order to ease the shortage 
of wrapping materials, said an official from the Ministry of Light Lndustry. 
The industry will be centered on Shanxi, Hebei, Shandong and Henan provinces, 
and is scheduled to reach a production capacity of 200,000 to 300,000 tons 
by 1990, and one million tons by the turn of the century, the official 
explained. Using some imported equipment, the new industry will go far to 
reducing the country's dependence on foreign sources of cardboard, he added. 
Cotton straw, which has a high percentage of pulp and low cost, will be used 
to replace wood as the basic raw material. By using cotton straw, which 
contains about 25 percent of long fiber, it is possible to save three cubic 
meters of wood for every ton of cardboard, the ofticial pointed out. 
Moreover, the waste Liquid from cotton straw pulp can be used as fertilizer, 
especially on saline-alkali land. Shanxi, Hebei, Shandong and Henan provinces, 
which produce half of the country's cotton, turn out an average of 10 
million tons of cotton straw a year. [Text] [Beijing XINHUA in English 

1133 GMT 22 Apr 85] 


HUNAN PEASANTS BUILD HOUSES--According to a sample survey conducted by the 
Provincial Statistics Bureau's sample survey team for rural areas, more and 
more peasant households have built new houses in the wake of the developing 
rural economy. From 1979 to 1984, 986 out of 1,530 peasant households in 
37 counties across the province had built houses, or 66.4 percent of the 
number cf households surveyed. Of this figure, 140 households built 

their new houses in 1984. The total number of houses built was 405. The 
houses had an average area of 58.7 square meters. [Summary] [Changsha Hunan 
Provincial Service in Mandarin 1100 GMT 11 Apr 85 HK] 
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DOMESTIC TRADE 
EXHIBITION OF INDUSTRIAL PRODUCTS OPENS 
OW201749 Beijing XINHUA in English 1438 GMT 20 Apr 85 
[Text] Beijing, April 20 (XINHUA) -- A sales exhibition of more than 


10,000 industrial products from 20 Chinese cities opened today at the 
Beijing exhibition center. 


It is being sponsored by the China Great Wall Joint Industrial Trading 
Corporation, which was established last October to promote commodity 
circulation and economic relations between cities as part of the 
country's economic restructuring. 


At present, the corporation has 28 member cities from 13 provinces 
and autonomous regions. 


The exhibits include textiles, light industrial goods, machinery, house- 
hold electrical appliances, chemicals, building materials, medicine, 
foodstuffs and furtniture. Of these products, 152 have won state gold 
or silver medals for quality, and 1,800 are well-known brand names. 


Zhou Shijun, president of the corporation and vice-mayor of Shijiazhuang, 
Hebei province, told Xinhua that the exhibition would promote the 
circulation of goods and help to improve the quality of products and 

the development of new varieties. 


It would also encourage the exchange of economic information and further 
economic and technical cooperation. ; 


Zhou said the products on display were worth 1,650 million yuan. 
During the 10-day exhibition, officials from the participating cities 


will also discuss economic and technical cooperation and trade with 
foreign organizations. 


CSO: 4006/20)! 
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FOREIGN TRADE AND INVESTMENT 


SICHUAN ESTABLISHES INTERNATIONAL ECONOMIC, TRADE RELATIONS 
HK150847 Chengdu SICHUAN RIBAO in Chinese 29 Mar 85 p 1 


[Report by Liu Yaohui [0491 5069 6540]: "Sichuan Province Establishes 
Economic and Technological Cooperation and Trade Relations With More Than 
80 Countries and Regions"] 


[Text] According to the Sichuan Provincia] Foreign Economic Relations and 
Trade Bureau, as foreign trade departments and units in the province have 
conscientiously implemented the policy on foreign economic relations, have 
given full play to the province's favorable conditions in resources and 
production capacity, and have vigorously promoted foreign trade, so far the 
province has managed to enter into economic and technological cooperatior 
and to establish trade relations with more than 80 countries and areas, and 
good results have been scored. 


The province of Sichuan, known is the "land of plenty,” has very rich 
resources on the surface and underground. Just to cite the variety of 
vertebrates as an example, there are in the province more than 1,100 
species of vertebrates, 40 percent of the animals in that category in the 
country. The >rovince's annual output of musk ranks first in the country 
and in the world. The locally produced quality goatskin known as "Sichuan 
lu" enjoys a high reputation in the world. Output of silkworm cocoons, 
oranges, and tangerines also ranks the province first in the country. The 
province ranks second in the country with its output of edible oils and raw 
lacquer. Its tung oil output makes up about 50 percent of China's total 
tung oil exports. The province has enormous reserves of a wide variety of 
mineral resources, topping other provinces with its reserves of 10 minerals 
and ranking among those provinces with the richest reserves of 18 other 
minerals. In addition, our province's agriculture, industry, communications 
and transportation, and other trades have also developed satisfactorily. 
All these factors have opened up vast vistas for the development of our 
province's foreign economic relations and trade. 


Our province's foreign trade departments and units have made good use of 
these favorable condi*ions to promote economic and technological cooperation 
and trade with foreign countries by various means, such as exchanges of 
visits and participation in the Guangzhou commodities fair, and have achieved 
greater and greater successes in recent years. According to statistics, the 
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total volume of export transactions conducted by the province on its own and 
import transactions concluded by local units amounted to more than $300 
million in 1984. Among more than 700 export items were cereals, edible oil, 
foodstuffs, textile products, silk and silk cloth, tea, local products, 
machinery, and nonferrous metals. Imported products comprised mainly steel 
and rubber. In 1984, the province concluded with Hong Kong and Macao busi- 
ness firms, Japan, the United States. and Italy a number of agreements 
involving a total investment of more than $29 million. With these funds 
absorbed, the province has started a total of 25 projects, includ.ng joint 
ventures with Chinese and foreign funds, joint management enterprises, 
compensation trade projects, and processing and assembly plants in the fields 
of light industry, the textile industry, the electroffics industry, and the 
building material industry. In 1984, the province concluded with foreign 
firms a number of contracts for building projects or supplying labor service 
with a total value of more than $57 million. The province undertook 13 
projects as economic aid to foreign countries in the same year. 


According to foreign trade sources in the province, the provincial CPC com- 
mittee and government have decided to further promote foreign economic rela- 
tions and trade by opening the door of the “land of plenty" to the outside 
world and welcoming foreign business firms to invest, set up plants, and 
promote trade in the province. The province is to hold talks on inter- 
national economic and techno)ogical cooperation and trade in Chengdu in 
April. In brief, Sichuan Province has vast vistas for the development of 
foreign trade. 


CSO: 4006/571 
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JPRS-CEA-85-045 
13 May 1985 


FOREIGN TRADE AND INVESTMENT 


PRC RULES ON FOREIGN BANKS IN SPECIAL ECONOMIC ZONES 
HK170703 Beijing CHINA DAILY in English 17 Apr 85 p 2 


[“Regulations Governing Foreign Banks and Joint Chinese-Foreign Banks in 
Special Economic Zones of the People's Republic of China (Promulgated by the 
State Council on April 2, 1985)"] 


[Text] Article 1. These Regulations are formulated with a view to expanding 
international economic and financial co-operation so as to conduce to the 
bringing in of foreign capital and technology to promote the growth of the 
special economic zones. 


Article 2. In these Regulations, "foreign banks" teans the branches set up 
in the special economic zones by banks the head offices of which are located 
in foreign countries or the Hong Kong and Macao regions and which have been 
registered in accordance with local laws, and also banks with foreign capital 
the head offices of which are located in the special economic zones and which 
have been registered in accordance with the laws of the People's Republic of 
China. 


In these Regulations, "joint Chinese-foreign banks” means banks operated in 
the special economic zones by banks or financial institutions with foreign 
capital jointly with banks or financial institutions with Chinese capital. 
’ 

Article 3. Foreign and joint Chinese-foreign banks shall abide by the laws 
and regulations of the People's Republic of China; their legitimate business 
operations and legal rights shall be protected by the laws of the People's 
Republic of China. 


Article 4. For the establishment of a foreign or joint Chinese-foreign bank 
in a special economic zone, an application shall be filed with the People's 
Bank of China, which shall examine and consider the application in the Light 
of the needs of the economic growth of the special economic zone concerned 
and on the principle of equality and mutual benefit. 


The branches of the People's Bank of China in the special economic zones 
shall exercise control and supervision over foreign and joint Chinese- 
foreign banks. 
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The State Administration of Exchange Control issues licences for foreign 
exchange operations to foreign and joint Chinese-foreign banks. 


Article 5. An application for the establishment of a foreign and joint 
Chinese-foreign bank shall be made in accordance with the following 
provisions: 


(I) A bank with foreign capital that wishes to set up a branch in a special 
economic zone shall file an application through its head office and furnish 
the following documents and data: 


1. A written application signed by the chairman or general manager of the 
bank with the authorization of its board of directors and certified by a 
notary public, embodying the name of the branch to be set up, the amount of 
operating funds allocated to it by the head office, a brief personal his- 
tory and a letter of authorization in regard to each of the chief cesponsi- 
ble officers and the kinds of business applied for; 


2. Article of association, a list of the members of the board of directors, 
and the balance sheets, profit and loss statements and business reports for 
the three years preceding the application; 


3. A copy of the business licence issued by the competent authoricies of the 
country or region where the bank is located; and 


4. A written guarantee from its head office committing to be responsitle 
for taxes and liabilities. 


(Il) An application for the establishment of the head office of a foreign 
bank in a special economic zone shall be filed by the foreign investors, 
along with the following documents and data: 


1. A written application for the establishment of a foreign bank which shall 
include the name of the head office to be set up, registered capital and 
paid-in capital, a list of the chief responsible officers and the kinds of 
business applied for; 


2. Articles of association; 


3. A list of the chairman, vice-chairmen and members of the board of direc- 
tors nominated by the investors; and 


4. <A statement of the investors’ assets and liabilities, along with a 
certification of a notary public. 


(111) An application for the establishment of a joint Chinese-foreign bank 
in a special economic zone shall be filed jointly by the investing parties, 
along with the following documents and data: 


1. A written application for the establishment of the joint bank, including 
the name of the joint bank to be set up, the names of the joint parties, 
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registered capital and paid--in capital, the proportions of equity capital 
contributed by the joint parties, a list of the chief responsible officers 
nominated, and the kinds of the business applied for; 


2. <A feasibility report jointly prepared by the joint parties; 


3. The drafts of the agreement, contract and articles of association relating 
of the joint parties; [as published] and 


4. <A list of the chairman, vice-chairmen and members of the board of direc- 
tors of the joint bank nominated by the joint parties. 


(IV) Foreign and joint Chinese-foreign banks in a special economic zone 
that intend to set up additional branches within the same zone shall apply 


to the branch of the People’s Bank of China in the same zone for »pproval. 


A Chinese versior shall be attached where che documents and data indicated 
in section (1) of this article are in a foreign language. 


Article 6. Basing on an application submitted, the Peoplc's Bank of China 
may grant its approval to foreign and joint Chinese-foreiyn banks to engage 
in part or all of the following business operations: 


1. Granting loans in local and foreign currencies and discounting bills; 


2. Inward remittances from foreign countries and the Hong Kong and Macao 
regions, and foreign exchange collections; 


3. Settlement cf export transactions and outwird documentary bills; 

4. Exchange in foreign currencies and foreign currency bills; 

5. Local and foreign currency investments; 

6. Local and foreign currency guarantees; 

/. Buying and selling of stocks and securities; 

8. Trust, safe deposit box, credit investigation and consultation services; 
9. Outward remittances by overseas Chinese enterprises, foreign enterprises, 


Chinese-foreign joint ventures and Chinese-foreign co-operative enterprises, 
settlement of import transactions and inward documentary bills; 


10. Local and foreign currency deposits and overdrafts by overseas Chinese 
enterprises, foreign enterprises, Chinese-foreign joint ventures and Chinese- 
foreign co-operative enterprises; and local and foreign currency deposits and 
overdrafts by foreign nationals, overseas Chinese and Chinese compatriots in 
Hong Kong and Macao; 











ll. Handling foreign exchange deposits and loans in foreign countries and 
the Hong Kong and Macao regions; and 


12. Other business operations. 


Article 7. A foreign bank head office or a joint Chinese-foreign bank in a 
special economic zone shall have a registered capital in foreign exchange 
no less than the equivalent of Renm.i..bi 8v million Yuan and a paid-in 
capital no less than 50 percent of the registered capital; and the branch 
office of a foreizn bank in a special economic zone shall hold operating 
funds allocated to it by its head office in an amount of foreign exchange 
no less than the equivalent of Renminbi 40 million Yuan. 


The paid-in capital or the operating funds of a foreign or joint Chinese- 
foreign bank shall be fully in hand within 30 days from the date its estab- 
lishment is approved, and this shall be certified by an accountant regis- 
tered in the People's Republic of China. 


Article 8. A foreign or joint Chinese-foreign bank shall, within 30 days 
trom the date of its being approved, register with the Administration for 
Industry and Commerce and obtain from it a business licence; it shall also 
register with the local tax authorities for tax purposes within 30 days from 
the date of its operation. 


Where a toreign or joint Chinese-foreign bank fails to open business within 
twelve months after the date of its being approved, the original certificate 
of approval shall automatically become null and void. 


Article 9. The loans granted by a foreign bank head office or a joint 
Chinese-foreign bank in a special economic zone to any enterprise in the 
same zone shall not exceed 30 percent of the aggregate of the bank's paid-in 
capital and reserve funds; and its total investment in the special economic 
zone shall not exceed 30 percent of the aggregate of its paid-in capital! and 
reserve funds. 


Article 10. The exchange and settlement between the local currency and 
foreign currencies by a foreign and joint Chinese-foreign bank shall be 
effected in accordance with the exchange rates quoted by the State Adminis- 
tration of Exchange Control and in pursuance of the pertinent regulations, 


The interest rates applied by a foreign and joint Chinese-foreign bank to 
local or foreign currency deposits, loans, overdrafts and bill discounts 

within a special economic zone shall be fixed by reference to those pre- 

scribed by the branch of the People's Bank of China in the same zone. 


Article 11. A foreign or joint Chinese-foreign bank accepting local or 
foreign currency deposits within a special economic zone shall keep on 
deposit with the branch of the People's Bank of China in the same zone a 
reserve fund against its derosits. 











Article 12. A foreign or joint Chinese-foreign bank shall submit to the 
branch of the People's Bank of China in the special economic zone concerned 
the following business reports: 


1. A balance sheet as at the end of the previous month, to be submitted 
before the tenth of each month; 


2. An analytical statement of deposit and loans, an analytical statement 

of outward and inward remittances and settlement of import and export trans- 
actions, and an analytical statement of investment items for the previous 
quarter; and 


3. The balance sheet, profit and loss statement, and statement of the bal- 
ances of accounting items for the previous year, along with an audit report 
by an accountant registered in the People's Republic of China, to be sub- 
mitted before the end of March of each year. 


Article 13. The branches of the People's Bank of China in the special 
economic zones shall have the right to examine the business and financial 
conditions of foreign and joint Chinese-foreign banks, request them to submit 
or furnish the related information and data, and send officers to examine 
their books, records, etc. 


Article 14. The profit that a branch of a foreign bank makes after paying 
taxes in accordance with the law may be remitted abroad. 


For the profit that a foreign bank head office or a joint Chinese-foreign 
bank in a special economic zone makes after deduction for taxes, the reserve 
fund, workers’ bonuses, welfare fund and enterprise development fund in 
accordance with the pertinent regulations, the portion distributed to 
investors outside China may be remitted abroad. 


The foreign staff and workers and the Hong Kong and Macao staff and workers 
of a foreign and joint Chinese-foreign bank may remit abroad their wages, 
salaries and other legitimate earnings after paying taxes in accordance with 
the law. 


Article 15. A foreign or joint Chinese-foreign bank that intends to termi- 
nate its business operations shall submit a written report for approval to 
the People's Bank of China 30 days prior to their termination. 


A foreign or joint Chinese-foreign bank that winds up business in accordance 
with the law shall be liquidated under the supervision of the branch of the 
People's Bank of China in the special economic zone concerned and other 
competent authorities . accordance with the regulations of the People's 
Republic of China govern.ng the dissolution and liquidation of foreign 
enterprises and Chinese-foreign joint ventures, and after the satisfaction 
of all taxes and liabilities, the funds of the foreign bank or the funds 
owned by or distributed to overseas investors of the joint Chinese-foreign 
bank may be remitted abroad. 
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After liquidation, the foreign or joint Chinese-_oreign bank mentioned in 
the previous section shall approach the department that originally issued 
the registration certificate to have its registration cancelled. 


Article 16. The branches of the People's Bank of China in the special 
economic zones are empowered to issue a warning or impose a fine on any 
foreign or joint Chinese-foreign bank acting in contravention of these 
Regulations or other financial regulations according to the seriousness of 
each case; if there is objection to the measure meted out, an appeal may be 
made to the People's Bank of China for its decision. 


lu particularly serious cases, the foreign or joint Chinese-foreign bank 
may be ordered to stop its business operations or even to dissolve its 


institution. 


Article 17. These Regulations shall also apply to banks or financial insti- 
tutions with overseas Chinese capital, Hong Kong capital or Macao capital. 


Article 18. The People's Bank of China shall be responsible for the inter- 
pretation of these Regulations. 


Article 19. The implementation of these Regulations shall commence on the 
date of their promulgation. 


cso: 4020/198 
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JPRS-CFA-85-045 


FOREIGN TRADE AND INVESTMENT l 
3 May 1985 


FRG INDUSTRIALISTS REVIEW GAINS, PROBLEMS IN CHINA TRADE 
Munich INDUSTRIEMACAZIN in German 15 Dec 84 pp 82-88 


/Text/ The People's Republic of China (PRC) wants 

to modernize its economy with Western know-how and 
joint ventures. German companies must tread carefully, 
for the Chinese are cunning negotiators. 


An “atmosphere of immense upheaval" is how Dr Martin Posth, personnel 
director of the NSU Auto Union AG, perceived the situation in China 
on a recent fact-finding trip there. He was travelling as a 
representative of German industry with a delegation from the Federal 
Republic of Germany /FRG/. 


The group arrived in Beijing just after the Central Committee of 
China's Communist Party had finished its third plenary session. 
During this meeting, the highest committee of the party passed a 
39-page document that, according to Posth, “is designed to introduce 
in Luinese industry economic reforms similar to those applied since 
1979 to the agricultural sector, where the results have already been 


resoundingly positive." 


The Central Committee's 16,000-word resolution clearly carries the 
handwriting of China's strongman, Deng Xiaoping. The steps he is 

demanding for modernizing the Chinese economy are so drastic that 

Western businessmen can hardly believe their eyes and ears. 


--For example, the country's 400,000 industrial companies will in 
the future be responsible for their own production, investments, 
purchasing and sales. Each company can do its own cost analysis 

and budgeting, and more Chinese businesses are receiving approval to 
establish direct ties with foreign business partners. Collective 
management is being dismantled and replaced by leadership that is 
itself responsible. 


--The piece rate policy, previously used primarily in the form of 
bonuses and awards, is becoming the centerpriece of wage programs 
due to a more extensive use of wage group systems. The Central 
Committee has appealed to workers to become more involved; the Party 
has recently shown that it will not hesitate to fire incompetent 
managers or let go careless or refractory employees. 
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--Yet, Beijing is still having difficulty structuring policies for 
prices, profits, taxes and subsidies. A comprehensive analysis would 
definitely be a necessity here. Production and consumer aid consume 
40 percent of the federal budget. 


Lack of Capital 


This deficiency is how to be corrected in a step-by-step process. The 
first act was to remove central planning quotas for 60 of 120 
important industrial products. At the same time, businesses no longer 
have to turn over all their profits to the government; however, if 
they lose money, they cannot expect the government to bail them out. 
Instead, they will pay standard profit taxes each year. Still, price 
controls will be relaxed gradually in order to mitigate apprehension 
about inflation and demands for higher wages. 


China expert Heinrich Weiss, chairman of the board of directors of 
the Dusseldorf factory construction group SMS Schloemann-Sienag AG 
and chairman of the China Committee of the Federation of German 
Industries, figures that at least the time span of the PRC's seventh 
five-year plan, from 1986-1990, will be required to implement the 
entire reform package. He believes also that there is now no turning 
back on the reform path and the policies initiated under Deng will 

be continued by his successors. 


Audi director Posth nonetheless warns against hoping for progress to 
be too rapid, as has already been borne out several times: ‘The 
market economy experiment suffers from a pervasive lack of know-how 
and capital." 


Not that the People's Republic is a poor country today. With the 
fifth largest economy in the world--a gross national product of 750 
billion dollars--it has, for example, 40 billion dollars in savings 
and 16 billion dollars in foreign reserves. Still, the yearly 

per capita income is only about 400 yuan (DM 520); a figure of 

1000 yuan is targeted for the year 2000. 


Supported by its current financial cushion, China wants to spend 
approximately 33 billion dollars on 11,000 different modernization 
projects from 1985 to 1987, according to the government's Economic 
Commission (the central planning agency). 


At the same time, Western companies will invest at least eight 
billion dollars in China over the next three years, estimated Jing 
Shu-ping, editor of the 600-page "China Investment Guide 1984-85," 


According to the official Beijing news agency, Xin Hua, Western, 
Japanese and other Asian companies had already formed 83 joint ventures 


with Chinese companies from 1979-1982; then, in 1983 alone, 105 more were 


started. At least 40 more projects are currently being negotiated. 
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Three Joint Ventures 


Yet, the Germans, already lagging far behind in trade with China, so 
far have only three joint-venture projects to show for their efforts: 
the tried-and-true Wella venture and the agreement between Volkswagen 
AG and the Shanghai Tractor and Automobile Co, which, however, will 
not go into effect until 1985. The agreement between boss Carl Hahn 
and his Chinese partner Li Peng calls for an initial work force of 
500, and later 2,500, to assemble 20,000 vehicles of the "“Santan" 
type and produce 100,000 fuselage engines beginning in 1989-1990. 

By 1991, VW and its partner plan to have invested about 500 million 
marks in the project. 


Meanwhile, no final contracts have been signed for the third German-Chinese 
joint venture although it was started four years ago. Instead, the 
cooperative venture between the Dr Karl Busch Appliance Construction 

KG /limited partnership/ in Maulburg in Baden and the General Machinery 

Co from Shanghai is limited to the reexport of vacuum pumps from a 

factory that was built essentially with German money. 


In contrast, the joint venture of the Swiss Schindler Elevator 
Construction Group (1.8 billion Swiss francs in sales, 22,000 
employees) has had positive results. It was the first Western 
company to enter China when it joined the Schindler Elevator Co, in 
Beijing in 1980. Dr Uli Sigg, member of the concern's management 
ceam and vice president of the joint venture, reports a pre-tax 
profit of about 3.5 million dollars for fiscal year 1983-1984. He 
says, "That corresponds to a return’ on investment of a solid 25 
percent and thus indisputably to what our Chinese partners promised 
us before we began." However, Sigg and the Swiss company consider 
the transfer of technology to China, primarily process engineering, 
to be an "undertaking requiring quite a few years." 


Direct investments and ventures in the Middle Kingdom will remain 
risky for some time to come, because most Chinese workers and 
managers lack knowledge about modern technology and market economy 
management methods. 


Only three percent, at most, of the work force is qualified 

technically. Of company managers, at best a third are competent 

in their positions. As a result, the beijing People's Newspaper 
criticizes time and again the slipshod quality of products, low 
productivity and inadequate cost-awareness by managers. To "the 
management sector,” of which six percent failed the qualification 

test for directors and their assistants given this year, concepts 

such as cash fluw, leasing or CMOS memory often are still a closed book. 


Today in all of China, there is only one management college (Dalian 
College, founded with American assistance) and only one university 
whose courses for national and business economics are up to par with 
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Western standards: the Overseas Chinese University in Canton. Many 


colleges do not have even a course in bookkeeping, and in the provinces, 


access to Western special literature is still a problem. Furthermore, 
most managers in industry were trained in precisely those sclerotic 
ard inefficient businesses that Beijing is now most concerned about 
modernizing. Instead, they are passing their obsolete technical and 
business knowledge on to the next generation. 


Know-how Deficit 


The Chinese themselves are, of course, the first to realize that the 
primary way of sparking the modernization of their economy is by a 
transfer of know-how from the West. "They can catch up in several 
ways,’ explains Manfred Blazejewski, Asia/Pacific regional manager 
for the Wella AG. "They can require that companies understand 
patents, licenses, remedies and process engineering of the Western 
partner before being issued a production permit. They can also 
negotiate for training the Chinese personnel in other plants of 

the partner company. We are doing both in our joint venture." 


Although his own partner built a second plant right away with the 
knowledge he had garnered. Blazejewski believes the danger of 
undesired transfer of know-how is rather slight: "Shampoos are not 
cevered by COCOM provisions. Also, it is a given fact that every 
company has to know just how worthwhile a branch in China is for it." 
Mannesmann trains a number of Chinese personnel in the FRG; also 

VW has obligated itself to this in the future. From 1980-1984, the 
Dusseldorf factory construction company trained a total of 610 
skilled workers, foremen, technicians, engineers and interpreters, 
130 of them for the licensing contracts. In 1985, 50 more Chinese 
skilled workers and engineers are to be trained at Mannesmann. 


For large factory construction projects, the Chinese are insisting 
last but not least that as many goods as possible:come from domestic 
suppliers, an approach they describe as "cooperation." For example, 
Schoemann-Siemag director Weiss believes that his concession to a 

13 percent cooperative share of an order for a heated assembly line 
belt valued at 1.3 billion marks assured the Germans of the award, 
although the Japanese competitiors had made a lower offer. 


From the beginning of 1983 to the middle of 1984, the PRC bought 
rights to 1,100 modern process engineering technologies from the 
West and Japan for approximately 900 million dollars. This number 
should increase to a total of 3,000 by the end of 1985. 


Recently, the clever Asians discovered a particularly effective way of 
using their money to acquire Western know-how as quickly as possible: 
the purchase and transport home of complete industrial facilities. 

At the moment, at least five Chinese delegations are travelling around 
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Europe for this purpose. After the Tianjin Trade GmbH /cooperative 
with limited liability/, located in Duesseldorf, first landed the 
Zuendapp motorcycle factory in Munich for 16 million marks, the city 
of Tianjin immediately repeated the same trick in France: for 29.5 
million French francs, it took home a bankrupt refrigerator factory 
that belonged to the Bauknecht concern in St. Avold. 


For one billion Belgian francs, Beijing now wants to purchase the 
Valfil modern rolled wire factory of the Cockerill-Sambre Consortium 
in Leuttich, built at a cost of five billion dollars and in operation 
since 1982. The final catch to the deal is that the Belgian salesmen 
must dismantle their scrapped plant tiemselves ard ship it at their 
own expense. The Chinese always were good at calculating. 


12399 
CSO: 3620/332 
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JPRS-CEA-85-045 
13 May 1985 
FOREIGN TRADE AND INVESTMENT 


INCREASED USE OF FOREIGN CAPITAL URGED 
Shanghai SHEHUI KEXUE [SOCIAL SCIENCES] in Chinese No 11, 15 Nov 84 pp 19-22 


[Article by Lu Ding [7120 0012] and Zhang Yining [1928 0001 1337]: "Speed 
Up the Import of Foreign Capital and Welcome the ‘Pacific Challenge'"] 


[Text] How should China strive to develop its own economy in the “era of 
the Pacific economy?" We believe that importing foreign capital and trans- 
forming the old industrial base along the coast should be our strategic 
emphasis in welcoming the challenge, and that the primary method of using 
foreign funds should be direct foreign investment. China's greatest super- 
iority in attracting foreign funds lies in its possession of the greatest 
domestic market potential in the world. 


I. The Key Lies in Welcoming the Challenge 


The core of the world economy is now shifting from the Atlantic to the 
Pacific, and this presents China with a rare opportunity and a great 
challenge. 


China is a developing country whose economy is just beginning to take off. 

If we only use the metaods of new and growing, highly advanced technology 
areas in establishing our new, technically advanced industries, we would need 
a large amount of investment and long construction periods, and this is not 
realistic. With our current foundation, the transformation and vigorous 
development of the old industrial bases along the coast requires that they 
use their latent superiorities of relatively strong technological strength, 
abundance of natural resources, product marketability and management expertise 
and thus be able to use less expensive, faster and better methods to vigor- 
ously develop the new productivity of the economy. At present, the problems 
existing for these old bases include outmoded equipment, old technology and 
poor management. If technological transformation is not speeded up, the 
foundation of China's economy will suffer a dying fate in the competitiveness 
of the Asia-Pacific region. 


The rise of the Pacific as an economic center has brought China a very 
favorable climate for importing foreign capital, using foreign funds and 
making a strong push outward. Recently, the leading cadres of the Central 
Committee decided to treat the use of foreign funds, the importing of 
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advanced technology, and the upgrading of existing enterprises as the 
emphasis of the open door policy for the coastal cities. If we want to be 
sure that we do not fall behind in the vigorous promotion of the Pacific 
economy, and if we want to rank among the most competitive of the Asian 
economies and realize our “push outward," we must first “open up." Using 
foreign funds to inject existing enterprises with fresh blood is the quickest 
and best way to turn the provinces into economic entities and to raise 
economic quality. 


Using foreign capital primarily means choosing to borrow funds from foreign 
banks. Does it also mean opening our doors, and letting everyone borrow 
foreign capital? In the past 20 or 30 years, a few countries of Latin Amer- 
ica, because of their stubborn desire to "let everyore steer their own ship,’ 
on the one hand, adopted restrictive policies toward multinational corpora- 
tions and, on the other hand, relied on large foreign loans to build modern 
economies. The result was that they committeed a very costly error, and 
fell into their present situation of being tied up in debt and having to 
deal with increasingly difficult circumstances. But since the 1970's, a few 
Asian countries and regions have adopted policies regarding foreign capital 
based primarily on absorbing direct foreign investment. They have many 
methods and plans for attracting foreign investors to invest directly in 
factories, and have not only imported modern technological equipment, but 
have also learned modern management methods. They not only built a group of 
enterprises based on foreign investment, but have also vigorously promoted 
their national economies, and avoided the danger of building up large loan 
portfolios. According to figures in an article in London's THE ECONOMIST, 
between 1978 and 1980, the foreign exchange paid in interest by poor countries 
to multinational corporations amounted to only 4 percent of their investment, 
but the foreign exchange paid in interest on foreign bank loans in the end 
amounted to 13 percent of total loans. The experience and lessons of the 
developing countries that have used direct foreign investment are worth our 
attention. 


II. Import Foreign Capital, Therein Lies the Attraction 


If we want to enable others to invest in China's enterprises, we must create 
a favorable investment environment, and form a "gravitational field for 
capital." 


Are China's avundant labor force and low labor costs the superiority that 
enables us to attract foreign capital? In fact, China's wage levels are low, 
but our labor costs are not low. The lowest monthly wage levels for Hong 
Kong's adult males are double China's lowest wage levels, but the productivity 
of each worker in Hong Kong's clothing factories is 10 times that of the 
workers in southern China's state-run factories which use the same kind of 
equipment. It can also be said that the real wages received by the staff and 
workers of the Sino-foreign joint ventures in the special economic zones are 
also not directly regulated by the management personnel of the foreign 
investor. Therefore, it would be relatively difficult for us to change this 
low-wage, low-productivity - labor cost structure. With respect to our 
objective of importing advanced technology to upgrade existing enterprises, 
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just relying on low wage levels and being able to produce some “power to 
attract" labor-intensive product manufacturing business whose technology 
levels are not very high, will not produce very significant results for 

China. 


Then, are China's political stability and unity and open door economic 
policies important conditions for attracting foreign investment? Naturally, 
they are, but the turmoil of the past, especially during the "10 years of 
chaos," have left a deep shadow on the reputation of our country. We should 
quickly make the heads of foreign enterprises understand the historical and 
permanent changes we have undergone since the Third Plenum of the Ilth CPC 
Central Committee. 


In addition, there exist various shortcomings in our current economic system. 
The corruption of our bureaucracy, including the various areas in which 
imperfections exist in policy areas not covered by law, is also a great 
obstacle to attracting foreign investment. Also, our basic facilities are 
weak and transportation is inconvenient; these are problems regularly seen 

in a number of the old industrial bases along the coast. Our telecommunica- 
tions industry is also extremely backward. This situation is quite prevalent 
in the Third World, and foreign investors often shrink back at the sight of 
it. 


In the above-mentioned areas, we do not really have an superiorities in our 
“power to attract" foreign capital. Naturally, along with the depth of 
structural economic reform, there are some “powers to attract" that can be 
strengthened. But at present these “powers to attract" remain potential. 
Then, do we have any relatively strong “powers to attract?" Yes, we do, and 
they are unmatched anywhere in the world. China is the country with the 
greatest population in the world. Our population of 1 billion is a figure 
that stirs wonder in the minds of foreign businessmen. Many foreign business- 
men have come to China to invest in factories, but it is not because they 
have been unable to find even cheaper labor power and equally stable invest- 
ment environments elsewhere in the world. What they see in China is that we 
have a huge domestic market. But the economic foundation of our old industrial 
bases is relatively good, and coastal-inland transportation is convenient. 
These cities will become regional and national economic centers, and will be 
the most ideal forward regions from which foreign investors can enter the 
domestic market. 


Our domestic market of | billion people--this is the strongest "gravitational 
field for capital” in the Asia-Pacific region. If we do not give full play 

to the superiority of this gravitational field, and merely write essays on 
collecting tax revenues, land-use costs, raw material prices and other 
favorable aspects, it will be very difficult for us to surpass other Asia- 
Pacific countries and regions, especially those Southeast Asian countries that 
have an abundance of experience in attracting direct foreign investment. 


IIt. Eliminate Obstacles, and Make Concessions in Order to Obtain Future Gains 


To date, however, with respect to foreign enterprises, our huge domestic 
market is still a hope but not yet a reality. Although importing foreign 
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capital and the open door policy have already become national policies, our 
domestic product market and foreign exchange currency markets remain rela- 
tively closed. The closed nature of these two markets is the greatest 
obstacle to attracting foreign investment. 


At present, our policy on foreign investment is that the products of joint 
ventures or sole venture enterprises, should basically all be exported, but 
we will permit a small amount of products of a minority of enterprises to be 
sold on the domestic market, with a ratio that is strictly enforced. More- 
over, through a unified system of foreign exchange, we have strictly Limited 
foreign enterprises from expatciating their profits out of China. It is 
said that the objectives of this set of methods is: 1) to protect domestic 
industries; 2) to increase foreign exchange earnings and protect our foreign 
exchange position; and 3) through the import of foreign capital, to increase 
our export competitiveness, realize our “push outward" and enter even more 
international markets. But because things have been this way, the doors of 
our domestic product market have been tightly closed to foreign investment. 
Those who have come to China to invest in factories have been treated with 
the attitude that “we are lending foreigners a bit of our precious land,” and 
the products that have been produced are still being sold in the areas from 
where the investors came. 





We believe that this set of policies that produce a closed market is a set 

of shortsighted policies. On the surface, it seems to ensure the status of 
national industries in the domestic market, protect the foreign exchange we 

do have on hand and increase exports somewhat. And it is true that as markets 
are opened a bit, some will be able to gain at the expense of others. But 

to temporarily “not suffer" will lead us to “long-term suffering on a large 
scale." This is because if we close the gates of the domestic market and 
control foreign exchange, and not let anyone earn any money, we will lose 

our greatest platform for attracting foreign capital. This year, our pro- 
tress in attracting foreign capital has been very slow, but the direct foreign 
investment that has been attracted has been the greatest in the service- 
oriented tourism and food industries. Investment in productive industries 

has been comparatively small, and this has been the inevitable result of 

these closed market policies. We can see that if this goes on, our enter- 
prises will be unable to get sufficient funds for technological transformation. 
It will be difficult to improve management, and our national industries will 
fall further ami further behind on the wave of the economic era of the 
Pacific. Our competitiveness will become weaker and weaker. Perhaps even 

the amount of foreign exchange that we do have will be difficult to guarantee, 
and then what point will there even be in discussing raising our competitive- 
ness in our “forging into foreign markets"? 


The problem lies in protecting national industries, increasing foreign 
exchange from exports, and “forging outward" into the forest of Asia-Pacific 
competition, Just what strategy should we adopt? "Overt protection" or 
"quiet protection"? An “overt competition” or a “quiet competition"? 


"Frugality" or “getting rich"? 


If we are to continue along the path of a closed market and overt protection- 
ism and competition, then our talk of bringing in foreign capital and 
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carrying out the open door policy will be meaningless. The more “protected” 
our national industries are, the weaker they will become, and the more 
“squeezed” our export competitiveness is, the smaller it will become. And 
the more conservative our foreign exchange policies become, the more 
deficient our foreign exchange will be. 


If we really want to use foreign capital and develop our national industries, 
then we should follow the "getting rich" path of opening up our domestic 
markets and pursue quiet protectionism and competition, and allow foreign 
capital to be brought in for investment in China, for protection here, and 
for retail activities here. We should not be afraid to let others earm our 
money, and we especially should welcome and encourage foreign enterprises 

to invest in joint ventures in order to upgrade our old enterpris»s. 
According to official statistics, for every yuan invested in new projects 
there can be only | yuan of new output value. But for every yuan invested 
in the upgrading of old enterprises, output value can increase an average of 
3.15 yuan. Opering up the domestic market and bringing in foreign funds may 
be able to bring a certain amount of competitive pressure to bear on our 
national enterprises, but even more important, it may inject new vitality 
into these enterprises and this would be their most ingenious way of pro- 
tecting themselves. Opening the domestic market may let others break into 
and claim a portion of our markets, but if we pay attention to directing 
foreign investment toward the technological transformation of existing 
enterprises, the development of import substitution products and toward 
filling in existing gaps in the domestic market, then we will be able to 
make the market prosper quickly enough, strengthen our enterprises, and let 
what we bring in create che conditions necessary for our “push outward." 
This is a sensible “push outward," and is also the "consideration" we should 
grasp with respect to attracting foreign capital. In opening up the domestic 
market, we will allow others to earn and take out foreign exchange, for only 
if there is money to be earned will foreigners be willing to come to China. 
"If you wish to receive, first you must give." Only if you have already 
earned a great deal of money will capitalists become interested in investing 
even more profits into expanding reproduction. And if our enterprises’ 
export competitiveness could thus be strengthened steadily, would they still 
be in a position of losing foreign exchange? 


IV. Foreign Exchange Freedom Will Enliven the Market but Will Not Produce 
Chaos 


In opening up the domestic market, we must simultaneously open up our foreign 
exchange and financial markets. This is also in line with our strategic 
objectives of st.uctural reform and enlivening each economic cell. In 
breaking into the China market, foreign investors naturally want to earn 
money. If what they earn cannot be repatriated in the form of foreign 
exchange, they will be unable to attain their return and profit objectives. 
Our current policies controlling foreign exchange are excessively strict, and 
are a set of negative, conservative methods. China's export capacity is low 
our sources of foreign exchange small, and thus we fear that our foreign 
exchange will drain away. However, just as mentioned above, our control of 
foreign exchange is too tight, and can produce difficulties for our open door 
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policy and our efforts to attract foreign capital, and our export capacity 
thus becomes difficult to improve. In addition, with respect to the develop- 
ment of foreign exchange itself, if foreign exchange control is excessively 
tight, ic will have an impact on the vitality and initiative of foreign trade 
enterprises in their import/export activities and it will be difficult for 

us to keep up with the often random behavior of the world market. Because 
the market price for foreign exchange is not determined solely by the foreign 
exchange markets, obtaining foreign exchange has become the special privilege 
of a minority of enterprises. Thus, irregularities and inequalities inevit- 
ably appear in the earning and use of foreign exchange. If those units that 
obtain surplus foreign exchange are reluctant to use it themselves, and are 
also not willing to redistribute it by giving it to other units, a strange 
situation will be created in which, on the one hand, there is a foreign 
exchange shortage and, on the other hand, there is foreign exchange that is 
not being used. Since 1981, we have implemented a foreign exchange price 

for domestic trade, but we have not yet resolved the problems of foreign trade 
lacking competitive vitality and our weak capacity for obtaining foreign 
exchange. The facts prove that where these foreign exchange control policies 
are concerned, the disadvantages outweigh the advantages with respect to both 
attracting foreign capital and developing foreign trade. 


The significance of opening up foreign exchange and financial markets is 

that euterprises and individuals can freely hold foreign exchange, buy and 
sell foreign exchange, save foreign exchange, and even repatriate foreign 
exchange. This might appear somewhat farfetched, but in fact, in Shenzhen, 
and even in Guangdong Province, a "“semiopen" foreign exchange market has 
already come into existence. The current situation indicates that if foreign 
exchange falls into the hands of enterprises and individuals, there will not 
be chaos. On the contrary, the situation can bring about a number of 
advantages: 


l. It can allow entrepreneurs who come to China to relax about investing 
here, and can enable the superiority of China's demestic market's attractive- 
ness to be brought into full play. Essays written about the open door policy 
will be increasingly full of vitality, and this will enable the entire economy 
to enter into a favorable situation of “attract even more foreign capital-—- let 
enterprises have even greater vitality--and earn even greater amounts of 
foreign exchange." The fear that after foreign exchange controls are 

relaxed, large amounts of foreign exchange will flow out of the country, and 
the worry that foreign exchange will be increasingly difficult to balance 
seems to be widespread. But in fact, outside of China there is not a single 
country or region that has ended up with less and less foreign exchange 
because of financial freedom. Guangzhou City, which among the 14 cvastal 
cities was opened up relatively early, is being called a “semispecial zone.’ 
By April 1984, the total amount of foreign capital it had attracted reached 
$11.57 billion. Its total capital attracted, its total income and its actual 
investment figures were second only to Shenzhen. Among the large cities, it 
attracted the greatest amount of foreign investment. 


2. With management autonomy and vitality of foreign trade enterprises 
greatly increased, export competitiveness wi'l also strengthen gradually, 
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and foreign exchange from foreign trade not only cannot decrease, but can 
increase a great deal. Since 1982, Shenzhen's foreign trade has been turned 
around from a deficit situation, and its profits have grown substantially 
each year. Its profits for the first half of this year reached 13 million 
yuan more thandouble its total profits for the previous year. Taken as a 
whole, the six independent accounting units in the foreign trade system 
eliminated losses. 


Even after the foreign trade enterprises have accumulated greater amounts 

of foreign exchange and their autonomy has been expanded, there can appear 
the so-called phenomena of local competition and “rich water flowing into 
foreign fields". Moreover, it is not an inevitable result of the relaxing 
of foreign exchange controls, but an overall problem of foreign trade in all 
of China. Methods of resolving this problem should not be to collectivize 
or control foreign exchange. We should study the comprehensive commercial 
experiences of Japan, South Korea and other countries, and adopt methods of 
resolving these problems that encourage the integration of industry, 
strengthen market information exchange, and strengthen our coordination of 
units. The overall trend in our structural economic reform is decentral- 
ization, and the use of economic levers to regulate and guide enterprises in 
a planned manner. We cannot return to our old ways. 


3. After foreign exchange has flowed into the hands of enterprises and 
individuals, the price of foreign exchange must come to be regulated by 
market demand. Obtaining foreign exchange should not be a special privilege. 


In this manner, we will be able to eliminate abnormal activities in the earning 


and use of foreign exchange and enable our sparse amount of foreign exchange 
to be more effectively distributed and used. The vitality of the entire 
economy can also thus be strengthened. Some people worry that after the 
foreign exchange market is opened up, domestic prices will be attacked from 
the outside, and will be pushed toward the evil of inflation. The actual 
experience of Shenzhen, Guangzhou and Fuzhou indicates that when the economy 
is enlivened, it is difficult to avoid the emergence of the floating adjust- 
ment of prices. Especially after long-term control, it is normal for prices 
to increase for a certain period of time. However, it is exactly this 
movement of prices that stimulates production and supply, and lets the 
economy enter onto a healthy and prosperous path. Prices in Shenzhen have 
experienced their pattern of moving from rising to stable. During the first 
2 years of construction of the SEZ's, the annual increase in price indicators 
exceeded 20 percent. But in the past 2 years, price increases have not even 
reached 2 percent. Because of smoother circulation, the prices of a portion 
of agricultural sideline products have recently been as low as in the inland 
areas. The situation is identical for both Guangzhou and Fuzhou. 


V. There Are Three Steps in Opening up the Market 


We must have a schedule to follow in opening up the two markets. We believe 
that in general we must go through the following three steps: 


1. With the primary emphasis on opening up the domestic product market to 
import-substitution-type products, we should allow foreign investment 
enterprises to "import in order to export," and should let them give and take 
foreign exchange for these products, to balance out their revenues and 


expenditures. We should permit foreign workers and personnel from Hong Kong 
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and Macao to repatriate their wages. We should permit a portion of China's 
developing foreign investment enterprises to pay wages and set up accounts 
outside of China's borders; citizens inside of China's borders can deposit 
a portion of their foreign exchange in banks, but when it is to be used to 
obtain goods within China's borders, it must still be converted into RMB. 
This first step has already beer implemented gradually this year. 


2. As the domestic market is opened further, domestic marketing by foreign 
investmenc enterprises will not need to be limited to import substitution, 
but can also include new products that cannot be made domestically and a few 
products that are in short supply to fill the existing gaps in the market. 
Through the various channels of wages from foreign investment enterprises, 
that brought in by foreign personnel, receipts for labor outside of China's 
borders, and foreign exchange loans, foreign exchange will gradually flow 
into the hands of the people. Along with the expansion of the autonomy of 
foreign investment enterprises, the foreign exchange savings of enterprises 
will increase on a daily basis. Thus making it easier for foreign exchange 
freedom to develop and, moreover, to be gradually legalized. A few enter- 
prises have begun to issue stocks and to use other methods of raising funds. 
Along with the banks' development of their business of lending our foreign 
exchange, channels of financing for Sino- foreign joint ventures have been 
formed graudally. Shenzhen and Guangzhou have already taken this step. 


3. Public market quotations for foreign exchange are being gradually adjusted 
to refer to free market prices, and the two will finally be harmonized into 
one system. At the same time, through various economic levers, the govern- 
ment has increased its intervention in the free market for foreign exchange, 
and transactions of a black market type can be turned into public market 
transactions, for which the government can budget sufficiently. In other 
areas, along with the increasing import of foreign capital, the quality of 
domestic enterprises has been upgraded. Their competitiveness has been 
strengthened, and the opening of the domestic product market has been 
increasingly expanded; at last, aside from a minority of key products essen- 
tial to the national economy and the people's standard of living we can 
basically eliminate protective measures. Our enterprises will also 
increasingly "push outward" and move toward international markets. In 
addition, the stock market, bond market and other forms of credit and finance 
are also gradually being developed. 


In the course of gradually opening up the two markets, we must also pay 
attention to bringing in banks, insurance companies and other forms of 
foreign capital, and overseas financial organizations, and create favorable 
financial conditions for attracting foreign investment. Because toreign 
enterprises engage in transnational investment, regularly rely on local 
enterprises’ brands and reputations and borrow funds from multinational 
banks for their development, it can be said that if foreign multinational 
banks did not provide financial services, it would be difficult to sustain the 
favorable trend of direct investment by foreign businesses in China. Permit- 
ting foreign banks to set up branch organizations in China's important ports 
in order to develop business can mobilize a large group of customers of these 
banks to invest in China. Furthermore, through the local loan and investment 
activities of these banks, we can sveed up the import of foreign capital and 
make a new breakthrough in our open door policy. 
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13 May 1985 


FOREIGN TRADE AND INVESTMENT 


CHINA DAILY PUBLISHES EXCHANGE CONTROL REGULATIONS 

HK100445 Beijing CHINA DAILY in English 10 Apr 85 p 2 

[Passages within slantlines published in boldface] 

[Text] Penal Provisions for Violation of Exchange Control Regulations 
(Approved by the State Council on March 25, 1985 and Announced Officially 
by the State Administration of Exchange Control on April 5, 1985) 

/Article 1/ The Penal Provisions for Violation of Exchange Control Regula- 
tions are formulated to implement Articles 31 and 33 of the Provisional 


Regulations for Exchange Control of the People's Republic of China. 


/Article 2/ The following cases shall be construed as unlawful acquisition 
of foreign exchange: 


1) Payments in Renminbi for imports or other items that should have been 
paid for in foreign exchange, unless an exception was approved by the State 
Administration of Exchange Control or its branch offices (hereinafter 
referred to as SAEC) or otherwise decreed by the government. 

2) Payments in Renminbi by domestic organizations to defray the expenses in 
China of the following organizations, enterprises or persons in return for 
reimbursement in foreign exchange which is being retained and not sold to 
the State: 

(a) Chinese organizations stationed abroad; 

(b) Foreign organizations stationed in China; 

(c) Overseas Chinese enterprises; 

(d) Foreign enterprises; 


(e) Joint enterprises with Chinese and foreign capital; 


(f) Persons coming to China for a short stay. 
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3) Payments in Renminbi by Chinese organizations stationed abroad to defray 
expenses in China for others in return for reimbursement in foreign exchange; 


4) Payments in Renminbi by foreign organizations in China, overseas Chinese 
enterprises, foreign enterprises, joint enterprises with Chinese and foreign 
capital and the personnel thereof to defray expenses for others in return for 
reimbursement in foreign exchange or in other forms of a similar nature; 


5) Repayment in Renminbi by delegations, work groups or members thereof sent 
abroad or to the Hong Kong and Macao regions for applying the foreign exchange 
allocated for the mission to other use, or for spending it on shopping or 
likewise with the foreign exchange they earned from the official mission, 
unless approved by the SAEC; 


6) Setting off export proceeds or other foreign exchange earnings by 
domestic organizations against import costs or other expenditures. 


/Article 3/ Penalties for unlawful acquisition of foreign exchange shall be 
imposed according to different circumstances as follows: 


1) The unlawfully acquired foreign exchange, if still unused, must be 
repatriated within the set time limit and sold to the State. If the unlaw- 
fully acquired exchange has been used up, the offender must repay either by 
selling to the State an equal amount of foreign exchange or by having the 
amount deducted from the foreign exchange quota allotted to him. In cases 
where the offender has no foreign exchange for repayment, he is required to 
pay a sum in compensation for the difference between the domestic price and 
the price at which he bought the goods with the unlawfully acquired foreign 
exchange. 


2) In addition to the penalties listed above, offenders may be fined a sum 
equivalent to 10 percent to 30 percent of the amount of the foreign exchange, 
according to the seriousness of the offence. 


/Article 4/ The following cases shall be construed as evasion of exchange 
control: 


1) Retention, spending or depositing abroad foreign exchange earnings by 
domestic organizations without prior authorization by the SAEC; and deposits 
abroad of foreign exchange earnings in violation of the Regulations for 
Exchange Control Concerning Overseas Chinese Enterprises, Foreign Enter- 
prises and Joint Enterprises with Chinese and Foreign Capital; 


2) Retention or overseas deposits by domestic organizations, overseas 
Chinese enterprises, foreign enterprises, joint enterprises with Chinese 
and foreign capital of the extra foreign exchange they have acquired by 
falsely understating the prices of exports, commissions or other means, 
or by overstating the prices of imports, expenses, commissions, or other 
means; 
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3) Employing for business operations or applying to other use the profits 
that should have been repatriated according to government regulations, by 
the Chinese organizations stationed abroad and by the Chinese partners in 
the joint enterprises with Chinese and foreign capital based abroad; 


4) Misappropriation of funds by the delegations or work groups and members 
thereof sent abroad or to the Hong Kong and Macao regions by deposits abroad 
or application to other use the foreign exchange allocated for the official 
mission or the foreign exchange they earned from the official mission, unless 
authorized by the SAEC. 


/Article 5/ Penalties tcr evasion of exchange control shall be imposed 
according to the seriousness of offences as follows: 


1) The foreign exchange acquired through evasion, if kept unused, must be 
repatriated by the offender or the organization for which he works within a 
prescribed time limit and sold to the State; or the full amount of foreign 
exchange or part thereof shall be confiscated. In addition, the offender 
may be fined a sum equivalent to i0 percent to 50 percent of the amount of 
foreign exchange acquired by evasion; 


2) If the foreign exchange acquired by evasion has been used up, the 
offender must repay an equal amount of foreign exchange which is to be 
sold to the State or confiscated. In addition, he may be fined a sum 
equivalent to 10 percent to 5U percent of the amount of foreign exchange 
acquired through evasion; 


3) If the offender has no foreign exchange to repay, he shall be fined a 
sum equivalent to over 30 percent but less than the full amount of the 
foreign exchange acquired through evasion, or the goods he bought with the 
foreign exchange shall be confiscated, or both. 


/Article 6/ The following cases shall be construed as disrupting financial 
stability: 


1) Engaging in foreign exchange operations without prior approval of the 
SAEC or on scale beyond the Limits set by the SAEC; 


2) Issuing of foreign currency bonds in China or abroad or accepting loans 
by domestic organizations from banks or business enterprises abroad or in 
the Hong Kong and Macao regions without prior approval of the State Council 
or the departments authorized by the State Council; 


3) Using foreign currency as the monetary unit in settling accounts, con- 
tracting loans, making transfers, obtaining mortgage or as a medium of 
exchange in business transactions, without prior approval of the SAEC; 


4) Buying and selling foreign exchange without authorization or in any dis- 
guised form or at rates above those set by the SAEC, or in unlawful opera- 
tions with a view to buying it cheap and selling at a profit. 














/Article 7/ The following penalties shall be imposed on the offenders 
involved in the cases listed in Article 6: 


1) For cases referred to in Section 1 of Article 6, the offenders shall be 
ordered to cease operations that overstep the authorized limit, or to 
terminate their foreign exchange business altogether. In addition, their 
unlawful foreign exchange earnings may be confiscated or a fine equivalent 
to less than the full amount of foreign exchange transactions may be 
imposed, or both. 


2) For cases referred to in Section 2 of Article 6, the offenders shall be 
ordered not to issue new bonds or acquire new borrowings and they may be 
fined a sum equivalent to less than 20 percent of the bonds issued or the 
loans accepted. 


3) For cases referred to in Sections 3 and 4 of Article 6, the offenders 
must sell their unlawfully transacted foreign exchange to the State; in 
addition, their earnings shall be confiscated or a fine be imposed, equiva- 
lent to less than the full amount of foreign exchange transacted, or both. 


/Article 8/ For offences not specifically listed in Articles 2, 4 and 6, 
penalties may be imposed according to the seriousness of offences by refer- 
ring to cases listed in the present provisions that are comparable to such 
offences. 


/Article 9/ Minor offences or offenders who voluntarily confess their 
offences to the SAEC and show sincere repentance and demonstrate meritorious 
conduct by divulging the offences committed by others shall be dealt with 
leniently or exempted from punishment. Offenders who refuse to confess, who 
try to cover up their offences and who refuse to reform their ways despite 
repeated admonitions shall be punished severely in accordance with Articles 
3, 5 and 7 of the present provisions. 


/Article 10/ Those who have committed serious offences in unlawful acquisi- 
tion of foreign exchange, evasion of exchange control or disruption of 
financial stability shall be prosecuted according to law. 


/Article 11/ To prevent offenders from transferring their unlawfully 
acquired funds when a case is under investigation, the SAEC has the right 
to instruct the bank to freeze the funds for a period of no more than two 
months, after which the freeze automatically expires. If an extension of 
the period is necessary, the SAEC must notify the bank again. In case the 
offender refuses to pay the fine or the sum to be confiscated, the SAEC has 
the right to enforce the penalty by having the sum deducted from the 
offender's bank account. 


/Article 12/ At the conclusion of the investigation of a case, the SAEC 
shall notify the offender in writing of its decision regarding penalty. 

If the offender does not agree to the decision, he may appeal to the next 
higher SAEC within fifteen days after the date of receipt of the written 
decision. If the offender does not agree to the new decision, he may start 
legal proceedings in the local court. 
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/Article 13/ Cases in violation of exchange control regulations shall be 
dealt with wy the SAEC; cases involving unlawful acquisition of foreign 
exchange and evasion of exchange control by means of illegally smuggling 
goods into or out of the country in luggage, by post or by vehicles of 
transport shall be dealt with by the Customs; cases involving the use of 
foreign exchange or payment instruments in foreign currency for specula- 
tion and profiteering shall be dealt with by the Administration of Commerce 
and Industry. 


/Article 14/ Penal provisions for violations of exchange control in the 
special economic zones shall be separately formulated by the provinces of 
Guangdong and Fujian by referring to the present provisions. 


/Article 15/ The present provisions shall be interpreted by the SAEC. 


/Article 16/ The present provisions shall be in force on the day they are 
officially announced. 


CSO: 4020/198 
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FOREIGN TRADE AND INVESTMENT 


IMPROVEMENT IN PAULOWNIA LOG PROCUREMENT ADVOCATED 


Beijing GUOJI MAOYI [INTERNATIONAL TRADE JOURNAL] in Chinese No 1, Jan-Feb 85 
pp 58-59 


CArticle by Sun Jianguo [1327 1696 0948] and Zhao Donghai [6392 2639 3189], 
Students from the College of Foreign Economic Relations and Trade in Training 
at the Yantai Prefectural Bureau of Foreign Economic Relations and Trade: 
"The Problem of ‘Regrading' in Paulownia Exports Must Be Resolved As Soon As 
Possible" ] 


[Text] In recent years, paulownia logs exported by the Yantai Branch of the 
Shandong Native Products Import-Export Co have proved a profitable commodity, 
the export costs of which have always been quite low, averaging only 2.02 
yuan, for example, in 1983. Nevertheless, these low costs by no means imply 
that perfection has been achieved in this business, for careful analysis 
clearly reveals a number of problems. For example, during our fieldwork we 
discovered that the "regrading" of paulownia logs prior to export is a problem 
that requires urgent resolution. "Regrading" refers to the second inspection 
the Yantai Branch Co applies according to export specifications to the logs 
the company procures and stores; to the removal of substandard parts 
discovered thereby, such as segments having flared ends and double cores, that 
are too crooked, whose growth rings were not exposed through cross-sectioning 
and whose roots are too long; to the recomputation of the resulting wood 
volume; and to the application of stamps on the logs in preparation for 
export. 


At first glance, "regrading" would seem merely to entail a second inspection, 
but this in fact is not the case. An enterprise must strengthen its 
management and reduce as much as possible all unnecessary operational steps so 
as to achieve the final objective of increasing economic results. For the 
Yantai Native Products Import-Export Co, the elimination of all paulownia 
"regrading" represents an effective means of improving economic results. The 
following careful computation might help to illustrate this point. 


According to specifications, standard paulownia logs must have a small-end 
diameter of not less than 24 cm aid a length of at least 2.2 m, which 
according to our tables would yield a wood volume of 0.114 cu m. Most of the 
Paulownia logs procured by the Yantai Branch Co range between 2.2 and 3 m in 
length, wiua a very small number reaching 4m. With a length of 2.6 manda 
small-end diameter of 24 om, the average log yields 0.136 cu m of wood, and 
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thus it takes 7.353 such logs to produce 1 cu m of wood. But because the logs 
procured do not meet specifications, a "regrading" is required, which 
generally involves removal of 5-10 cm or even more per log. At a loss of 5 cm 
in length and with a small-end diameter of 24 cm, the average "regraded" log 
yields 0.133 cum of wood, which involves a reduction of 0.003 cu m from the 
Original log. If a 10-cm section is removed, the reduction in wood volume 
would be 0.006 cum. Thus a "regrading" of 1 cu m of logs involves a wood- 
volume loss of 0.022029 (with a removal of 5 cm) or 0.044118 cu m ( witha 
removal of 10cm). In May of this year, the Yantai Branch Co exported 3,000 
cu m of paulownia to Japan, and the volume loss due to "regrading" ran between 
66.177 and 132.354 cum. At an import cost of 450 yuan per cum of paulownia 
wood, there was a loss of between 29,779.65 and 59,559.30 yuan. 


"Regrading" not only reduces log volume but also entails increased 
expenditures for such things as wages for temporary labor and storage costs 
and can also lead to delays in deliveries and to reductions in sales prices. 
Thus we shall next compute the extra expenditure for temporary labor and for 
storage costs. If wages average 2.50 yuan per day, a single worker saws about 
500 logs a day, storage costs run 0.06 yuan per day and logs are stored for a 
week, we obtain the following: 


3,000 x 7.353 = 22,059 logs 
Wage bill for temporary labor: | 22,059 100 = 220.59 workers 
-220.59 x 2.50 = 551.48 yuan 


180.00 yuan 


Storage costs: ,-3,000 x 0.06 
1,260.00 yuan 


‘180.00 x 7 


Combining these computations, a single "regrading" leads to the following 
direct losses. 


29,779.65 + 551.48 + 1,260.00 = 31,591.13 yuan 
(when 5 cm are removed from logs) 
59,559.3 + 551.48 + 1,260.00 = 61,370.78 yuan 
(when 10 cm are removed) 


Indirect losses caused by delays in delivery and reductions in sale prices 
cannot be computed. Yet it is -pparent from the above that "regrading" 
Creates tremendous losses for the state and for enterprises. 


"Regrading" is necessary because procurement personnel are not very strict in 
checking the quality of paulownia logs. Carelessness and lack of vigor in 
this work enable some people to pass off inferior logs as good ones. Thus the 
key to eliminating "regrading" for paulownia exports depends on whether or not 
procurement personnel can ensure log quality. 


To avoid "regrading," we suggest that the company complete the following work. 
First, the company must make each employee, especially procurement personnel, 
understand the seriousness of the tosses caused by "regrading." To increase 


economic results, the company must begin by stressing each operational Link 
and the work of each individual. 
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Second, procurement personnel must be educated in the need strictly to ensure 
log quality. These workers must be impartial and incorruptible in dealing 
with relatives and friends, avoid "stressing good personal relations and 
ignoring product quality," make sure that inferior wood is not passed off as 
good wood, and resolutely refuse to purchase substandard logs. 

Third, procurement personnel must be given the necessary training so that 
their work can be improved and so that they can ensure that quality standards 
are met. 


Fourth, the company must vigorously publicize export standards; make full use 
of meetings, publicity work, broadcasting and other such media; and make 
everyone understand the issue so that quality can be ensured. 


If this work is fully accomplished, "regrading" can be completely dispensed 


with, paulownia export work will be managed better and the company's economic 
results will improve. 


12431 
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MINISTRY REGULATIONS FOR TRADING COMPANIES 
OW191051 Beijing XINHUA Domestic Service in Chinese 0928 GMT 18 Apr 85 
[Article by reporter Chen Naijin] 


[Text] Beijing, 18 Apr (XINHUA)--The Ministry of Foreign Economic Relations 
and Trade recently formulated regulations on the qualifications for setting up 
foreign trade companies. 


The regulations include mainly the following points: the scope of business of 
a newly approved foreign trade company should, in principle, not be in con- 
flict with that of existing foreign trade enterprises and the company should 
concentrate its business on introducing new products; a newly approved foreign 
trade company should be an independent economic entity, in which administra- 
tive and operational functions must be separated and which must pay taxes 
according to regulations, institute independent accounting, and be responsible 
for its own profits and deficits; the company must have steady sources and 
steady channels of salable goods, or steady buyers and steady import channels; 
all approved companies must also undertake import and export tasks assigned by 
the state; the company must have capital compatible with the scope of its 
operation, and "shadow" companies without capital will not be approved; in 
line with the requirement of making the ranks of cadres younger in average 
age, better educated, and more professionally competent and revolutionary, 

an approved company must select personnel who are capabie of leading 

and organizing the enterprise in conducting foreign trade and must employ 
personnel specializing in foreign trade, foreign languages, finance, planning, 
statistics, storage and transport, or other operations; and companies engaged 
in foreign trade consultancy services must have economic and trade news 
sources and the necessary means to carry out their services. 


The Ministry of Foreign Economic Relations and Trade pointed out: In 
applying for the establishment of a foreign trade company, all departments, 
provinces, autonomous regicns, and municipalities (including cities entitled 
to provincial-level economic management powers), as well as production enter- 
prises, must meet certain qualifications and file the application according 

to proper procedures. A company can conduct business only after approval from 
the Ministry of Foreign Economic Relations and Trade or its authorized organs, 
registration with the commerce and industry administrative department, and 
issuance of a business license. Large enterprises and associations of 
enterprises must develop export and import business in a systematic and 
planned manner. They should first try things out on a small scale and then 
gradually expand business, and should refrain from rushing headlong into mass 
action. Those that do not meet qualifications should not engage in export and 
import business. 


CSO: 4020/194 
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SHANDONG, BAVARIA CONCLUDE TECHNICAL ECONOMIC PARTNERSHIP 
Munich SUEDEUTSCHE ZEITUNG in German 4 Mar 85 p 17 


[Text] The Chinese government seeks to open three more 
coastal areas for foreign investors. As was officially 
announced to foreign correspondents in Beijing, these 
areas include the estuaries of the Yangtze and of the 
Pearl river by Canton which flows into the South China 
Sea, and a section of the southern province of Fujian. 
The textile industry, mechanical engineering and food 
processing are projected key areas of investment which 
will provide various tax breaks. In Munich, it was 
announced that the German Free State and the province 
of Shandong are in line for economic and technical 
cooperation. 


A reciprocal agreement should be signed this coming Thursday [7 March] in 
Munich. According to information from the Bavarian Minister of Economics, 
it should help especially the medium-sized firms to gain access to the 
Chinese market without having to undertake the cften difficult and expensive 
route through Beijing. During its stay until March 11, a nine-member 
Chinese delegation will visit ten Bavarian firms and will participate in 

the opening of the 37th International Trade Fair in Munich. 


According to the Ministry of Eccnomics, Shandong is au economically strong 
province located on the eastern seabord of China and is rich in important 
raw materials. With its 47 million residents, it ranks third in population 
among the Chinese provinces. “Because of similar industrial make-up, 
especially the chemical, mechanical engineering and electrotechnical 
industries, and diverse light industries, as well as the Yellow Sea area 
which is favorable to trade, Shandong offers excellent opportunities for 
joint ventures with Bavarian firms.” 


Zhang Ge, the deputy director of the governnmental office responsible for 
the area of special trade, struck a positive note in Beijing on the economic 
open door policy which has been in effect since 1979. According to his 
figures, in the already existing four special areas of Shenzhen and 

Zhuhai (in the proximity of Hong Kong and Macau) and Shantou and Xiamen 
(further to the north), for 1984 as a whole, there was $900 m‘'!'ion worth 
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of contracts for 1,400 projects with foreign participation. Of that amount, 
already $330 million has actually been invested. Since 1979, the overall! 

total amounted to 4,000 projects over $4 billion. Of this figure, $800 million 
is already currently invested. 


"Under State Protection” 


The overall industrial and agricultural productivity of these four special 
areas has increased by 62 percent to 3.3 million renminbi (DM 3.96 billion 
last year, as compared to 1983. Zhang reassured those still hesitant 
Western investors that the Chinese open door policy is being pursued on a 
long term basis and that the bottlenecks and deficiencies that still exist 
somewhat in the infrastructure and in the economic laws would be designedly 
removed. “Every foreign investment has the full protection of the state,” 
emphasized Zhang. 


12348 
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GUANGZHOU ECONOMIC ZONE GETS FIRST JOINT VENTURE 
0W190755 Beijing XINHUA in English 0659 GMT 19 Apr 85 


[Text] Guangzhou, April 19 (XINHUA)--Construction of the first joint ven- 
ture--Guangzhou M. C. Packaging Ltd.--in the Guangzhou economic development 
zone began yesterday. 


It is being put up by the Guangzhou Beverage Industrial Company, Guangzhou 
economic and technology development zone and two other Guangzhou companies 
with the M. C. Packaging (Hong Kong) Ltd. 


The contract calls for investment of 27 million U.S. dollars, 35 percent from 
the Hong Kong side and the rest from the Guangzhou side. 


Annual production is to be 250 million two-piece aluminum cans and 500 easy 
open ends and the cooperation will last 20 years. The plant is to be com- 
pleted by the end of this year. 


All the cans and half of the easy open ones are to be sold in China and the 
rest abroad starting from March next year. 


Covering six square kilometers at the c.. fluence of the Zhujiang and Dongjiang 
Rivers, the economic and technological development zone is 35 kilometers from 
the center of Guangzhou City. Construction began last year after the State 
Council decided to open Guangzhou to Hong Kong, Macao and foreign investors 
along with 13 other coastal cities. 


CSO: 4020/194 
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PEASANTS SAID INTERESTED IN INTERNATIONAL MARKET 
OW121150 Beijing XINHUA in English 1128 GMT 12 Apr 85 


[Text] Guangzhou, April 12 (XINHUA)--Small holders in south China, once 
concerned mainly with their own subsistence, are becoming interested in the 
international market. 


Gearing the food-processing industry and farming to external trade is the new 
theme for the rural economy in the Pearl River Delta which borders »oth Hong 
Kong and Macao, according to the Guangdong Provincial Agricultural Bureau 


Covering 11,000 sq km, the subtropical Pearl River Delta is a natural grecia- 
house and has a lot of advantages in developing market-oriented production. 


But the rural economy remained a subsistence or semi-subsistence one until 
the late 1970s under the influence of rigid leftist line which overstressed 
grain production. Cash crops (mainly sugarcane) covered only 20 percent of 
fields in the past. 


Officials of Foshan and Jiangmen cities disclosed that the local people 
planned to convert 53,000 hectares of paddy fields to cash crops and to 
fish breeding in the next two or three years. 


In order to boost exports, farmers are giving priority to development of 
aquatic products, fruits, flowers and ornamental plants, and pigs, cattle 
and other herbivores. 


They have also found the key to earning profits, that is, stressing high 
quality, fine-processing and rare species instead of quantity only. 


Foshan city has set up eight centers to produce quality fruits, fish, vege- 
tables, and flowers. 


Jiangmen city plans to set up two pilot centers for imported crop strains 
and animal breeds. They will spread the new strains and breeds in other 
regions after they have proved successful in the pilot centers. 


Towns and villages which plant vegetables over large areas are now describ- 
ing their new practice as cultivating "out of season", which means that they 
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plant species earlier or later than the normal season so that they can 
supply vegetables which are out of stock in Hong Kong and Macao. 


To cater to the development of commodity production, Guangdong Province 
intends to adopt policies and measures to promote exports. Guangzhou, 
Shenzhen, Zhuhai and Foshan cities, and 10 counties are empowered to export 
directly fresh foods and live fish or animals which were previously handled 
by the provincial import and export corporation. 


Meanwhile, the provincial authorities are making efforts to coordinate 
exports and other economic activities through providing information and 
consultancy services. 


Approved by the State Council, the new model of rural economy is also prac- 
tised in the Yangtze River Delta and southern Fujian Province. 


CSO: 4020/198 
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INCREASING EXPORTS, FOREIGN EXCHANGE STRESSED 
OW050750 Beijing XINHUA in English 0646 GMT 5 Apr 85 


[Text] Beijing, April 5 (XINHUA)--The scale of China's exports, which gen- 
erates its foreign exchange payment capacity, determines the possibility for 
importing equipment, funds and technology, according to today's "Economic 
Daily". 


Boosting exports and increasing foreign exchange to guarantee international 
payment is a policy China will always keep to, the paper said. 


The domestic market takes the second place to exports, and this has been 
"a practical principle for years and is still applicable today." 


Expanding exports, however, depends on developing production suiting the 
international market. Departments and local authorities should encourage 
production of export commodities by giving priority in the supply of 
electricity and raw materials and in arranging transport. 


Imported equipment and technology should go first to arm enterprises pro- 
ducing export goods, according to the paper. 


Farm produce export centers should be given more fine seed, fertilizer and 
effective, low-toxic pesticides. Local authorities should organize export- 
oriented processing industries and farming. 


The paper suggested importing goods in short supply for growers in farm 
produce export centers. Export-oriented enterprises can import needed raw 
materials. 


Growth of industrial and agricultural production at home and economic 
recovery in the West are favourable conditions for expanding exports. But 
a shortage of capital goods and price hikes of materials are disadvantages. 


The paper calls on departments and localities to make good use of the 


favourable conditions and overcome difficulties to fulfil export goals set 
for this year. 
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SENIOR INDUSTRIALISTS SET UP CORPORATION 
OW151128 Beijing XINHUA in English 1058 GMT 15 Apr 85 


[Text] Beijing, April 15 (XINHUA)--A Beijing-based corporation--China 
Incomic [acronym as received] (industry, commerce and economy) Development 
Corporation (CIDC) was set up today by senior industrialists. 


Unlike other recent private companies, the corporation is backed by the 
All-China Federation of Industry and Commerce, mainly composed of former 
industrialists and businessmen. 


Approved by the State Council and granted the right to do foreign business 
by the Ministry of Foreign Economic Relations and Trade, CIDC will promote 
economic exchanges between China and foreign countries by offering advisory 
services, drawing foreign investment and importing advanced technology and 
equipment through non-governmental channels. 


Hu Ziang, chairman of the All-China Federation of Industry and Commerce, is 
chairman of CIDC. Hu managed industry, mining and finance before libera- 
tion. 


Vice-chairmen include: Zhang Jingli, member of the Standing Committee of 
the Chinese People's Political Consultative Conference and manager of the 
former Dasheng Cotton Mill in Nantong city, Jiangsu Province; Gu Gengyu, 
vice-chairman of the Financial and Economic Committee of the Sixth National 
People's Congress and “bristle king" of old China; Huang Liangchen, former 
vice minister of commerce; and Sun Xiaocun, vice-chairman of the Central 
Committee of the China Association of Democratic National Construction. 


Zhang Hualian is senior vice-president of the corporation. 


CIDC will set up Asian, American and European branches, corporation sources 
disclosed. 


cso: 4020/198 
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SICHUAN IMPROVES FOREIGN INVESTMENT ENVIRONMENT 
OW161347 Beijing XINHUA in English 0943 GMT 16 Apr 85 


[Text] Chengdu, April 16 (XINHUA)--Sichuan, China's most populous province, 
is speeding infrastructure construction to provide a better environment for 
overseas investors, Vice-Governor Jiang Mingkuan said today. 


Sichuan will soon establish joint cargo fleets with the coastal provinces 
of Shandong, Jiangsu, Liaoning, Fujian and Guangdong and the city of 
Shanghai in line with agreements signed earlier this year, he said. 


As a result, Sichuan's export goods will be able to be shipped via the 
Yangtze River and then abroad directly through these ports. 


"Regular chartered flights are now available between the provincial capital 
of Chengdu and Hong Kong," Jiang said. 


Construction is now in progress on an all-weather airport in the city of 
Chongqing, the biggest industrial and business center in southwestern China. 
When completed in 1987, the airport will be able to accommodate Bocing 747s. 


Also planned are the opening of two international air routes, one from 
Chengdu to Bangkok and the other from Chengdu to Katmandu. 


Over 12,000 kilometers of new roads are beirg built throughout Sichuan, which 
now has a highway network of 88,000 kilometers. 


Jiang disclosed that negotiations are now under way with foreign firms on 
import of a program-controlled telephone exchange system with a capacity of 
three million lines. 


Work will start soon on three ground satellite stations. 
Three large thermal power plants and three hydroelectric power stations with 
a total generating capacity of 12 million kilowatts--more than Sichuan's 


present power resources--are planned. Construction has begun on one of these. 


The province's annual natural gas production will be doubled to 10 billion 
cubic meters over the next five years. 


CSO: 4020/198 
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MORE FOREIGN COMPANIES ESTABLISHING OFFICES IN PRC 
HK110400 Beijing GUOJI1 SHANGBAO in Chinese 1 Apr 85 pw [tentative] 


|Report: "Representative Offices Set up by Foreiyn Companies in China 
Increase, According to Figures by the Ministry of Foreign Economic Relations 
and Trade" ] 


[Text] According to statistics of the Ministry of Foreign Economic Rela- 
tions and Trade, a total of 540 foreign enterprises had been approved to set 
up representative offices in China by the end of 1984. These enterprises 
are from 19 countries and regions and include some enterprises run by Over- 
seas Chinese. Most of these representative offices--38l--have been estab- 
lished in Beijing, while 88 have been set up in Shanghai. As for other 
cities, 27 are in Tianjin, 22 in Dalian, 8 in Qingdao, 4 in Nanjing, 2 in 
Hangzhou, 2 in Nanchang, and 1 respectively in Wuhan, Chengdu, Lanzhou, 
Shenyang, Changchun, and Harbin (those established in Guangdong and Fujian 
Provinces are not included). 


In 1984 the Ministry of Foreign Economic Relations and Trade approved 135 
foreign enterprises from 12 countries and regions to sct up representative 
offices in the 14 open coastal cities. Among them, “7 were Japanese com- 
panies, 46 were from the Hong Kong and Macao regions, 20 were from the United 
States, and 5 were from the FRG. The remainder were four British companies, 
four Swiss companies, three Danish companies, two French companies, one 
Belgian company, one Netherlands company, one Austrian company, and one 
Canadian compauy. 


In 1984 more European and American companies opened their representative 
offices in China. Many big manufacturers in Europe and the United States 
have been trying to strengthen their ties with the markets in China. For 
example, the Du Pont (China) Corporation of the United States, the Standard 
Polychemical International Corporation, the Bayer Company of the FRG, the 
(Gemeive) [Kemeifu 4430 2734 1133] Scientific Instruments (Holding) Company 
of France, and the Bell Telephone Manufacturing Stoc! Company Limited of 
Belgium have set up their representative offices in (hina. This shows that 
big enterprises in Europe and the United States hav- caken a more aggressive 
posture in order to expand trade and economic and tcc'imological cooperation 
with our country. 
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With che opening of our coastal cities, more foreign enterprises have set up 
representative offices in these cities. Most of the new offices are being 
established in Shanghai. Some foreign manufacturers have also begun setting 
up representative offices in interior provinces, such as in Harbin, Lanzhou, 
and Chengdu. 


CSO: 4006/571 
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SHANDONG REPORTS ON FOREIGN ECONOMIC RELATIONS, TRADE 
SK150440 Jinan DAZHONG RIBAO in Chinese 23 Mar 85 p 1 


[Excerpts] Since the CPC Central Committee decided to implement the open- 
door policy, our province has achieved fairly rapid development in foreign 
economic relations and trade. In particular, since last April, when the 
CPC Central Committee decided to further open 14 coastal cities to foreign 
countries, the province's situation in foreign economic relations and trade 
has become all the more encouraging. 


Utilization of foreign funds and importation of technology have been expanded 
from selected units to large areas. In the past, our province imported some 
equipment mainly through processing and assembly with materials and specifi- 
cations provided by foreign firms and through compensation trade. Now, 
agriculture, commerce, the building material industry, aquatic product 
breeding, and other trades have begun to import advanced technology, expanded 
the channels of direct foreign capital utilization, and established 13 joint 
ventures and cooperative enterprises. 


Last year, the province approved 837 projects involving foreign capital 
utilization, technology, and equipment import. By the end of the year, 
contracts on 362 projects had been concluded, with the money involved total- 
ing $327 million. Of these projects, 106 involved foreign capital utiliza- 
tion, representing $195 million (including $120 million in investment by 
foreign firms), showing an increase of nearly 10 times over that of 1983, 
and an increase of 3 times over the total of the previous 5 years. Projects 
involving technology and equipment importation totaled 256, and the amount 
of money involved and amount of foreign exchange payment were equivalent to 
the total for the previous 5 years. 


The work to further open Qingdao and Yantai has been carried out smoothly. 
After the State Council approved the plans of the two cities, the building 

of the infrastructure was expedited, and construction of the two development 
zones was officially begun in March of this year. The two cities were vigor- 
ous in doing business with foreign countries. Last year, Qingdao city 
concluded contracts on 69 projects involving foreign capital utilization 

and technology importation, and Yantai city concluded 35 contracts involving 
such projects. The money involved exceeded the total of the previous 5 


years. 
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Fairly great development has been achieved in foreign trade. Last year, the 
province's export volume totaled $2.288 billion, overfulfilling the state 
quota by 38.5 percent, showing a 26./7-percent increase over 1983, and pre- 
fulfilling by 1 year the quota stated in the "Sixth 5-Year" Plan. The cost 
of earning foreign exchange was lowered, and economic results improved 
remarkably. 


Foreign guests have been invited and people sent abroad to further develop 
foreign exchange earnings. According to incomplete statistics, the province 
received 1,191 groups of businessmen from foreign countries and Hong Kong and 
Macao last year, totaling 4,072 people. It also sent 234 economic and trade 
fact-finding teams (groups), totaling 1,253 people, to foreign countries. 


The province began to sign contracts on construction and labor service with 
foreign countries. It established the international economic and techno- 
logical cooperation company last year to actively carry out foreign busi- 
ness. Contracts involving more than $19 million were signed to construct 
12 projects and send more than 1,700 construction laborers abroad. 


Since the beginning of this year, the province's foreign economic relations 
and trade has continuously maintained sound development. This indicates that 
a new situation of vigorous development will emerge in our province's opening 
to the outside world. 
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JOINT COSMETIC ENTERPRISE MARKS SUCCESSFUL ADAPTATION TO PRC 
Munich INDUSTRIEMACAZIN in German 15 Dec %4 p 86 


"Given the special conditions of the Chinese market, we have been 
completely satisfied with our results so far," emphasizes Manfred 
Blazejewski, head of the Asia/Pacific regional management office 

for the Wella AG. The Darmstadt cosmetics group is for the time 

being the only sizeable G rman enterprise whose joint venture in 

China is functioning legally, technically and economically. 

The joint venture with the Tianjin First Daily Use Chemical Industry 
Works Co, located in the northern port city, produces hair care products, 
permanents and shampoos for the enormous Chinese domestic market as 

well as for Hong Kong and Japan. 


Wella is claiming a profit even for 1984--only the first complete 
year of business--although it is not saying how much. "The joint 
venture, which had a setup capital of 1.2 million yuan--or one 
million marks at the exchange rate when founded--has reached the 
sales goals set for the Chinese domestic market as well as for 
reexport, and has surpassed the profit goal," Blazejewski says. A 
sales figure of 10 million dollars was planned for 1984. 


--Market: "The demand for our products routinely exceeds the 
supply," the Wella manager exults. Actually, the venture could sell 
more, but expansion is limited by two factors. First, at least 60 
percent of production must be reexported, a fact which the company 
accepts grudgingly since it already has other branches and plants 

in Asia (e.g., Singapore, Hong Kong and Tokyo). 


Second, their partner from Tianjin prefers to serve the domestic 
market himself. To do this, the Chinese built a second facility in 
addition to the five-story oroginal plant. "It is strikingly similar 
to the old facility, down to the layout of the machines," Blazejewski 


notes. 


--Management: "So far, there have been no crucial votes in the 
board,” Steven Sung says, who was selected for the management team 
in Tianjin not only because he has many years of international 
experience, but also because he speaks fluent Chinese. As Chairman 
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of the venture, while also serving as the president of the Chinese 
partner company, he does not "get involved in the day-to-day business 
of the enterprise but, rather, appears once a month at the meetings, 
where he is informed of results and goals (Sung)." Due to his 
familiarity with the industry trade, unions and government 
authorities, he has often been able to provide skill and knowledge 
that otherwise would have cost Wella's China team more time and 
etfrort. 


--Employees: The 105 employees at the Tianjin Liming Cosmetics Joint 
Industrial Co receive monthly wages of between 120 and 140 yuan 
(without bonuses or awards, as they are planned in ihe piece rate 
reforms of 1979). That is appreciably more than the average 

wages in a comparable strictly Chinese industrial firm (60 to 70 
yuan) and also more than the average per capita income in the 
urban areas of the PRC (580 estimate for 1984). The Chinese 
perform essentially semi-skilled tasks; Sung and production 
manager Dietar are satisfied with the level of quality achieved for 
the products from Tianjin: "The Chinese achere without exception 
and without restrictions to Wella standards." In addition, the 
Darmstadt firm has trained its upper- and middle-management Chinese 
employees in Singapore, Hong Kong, the USA and, of course, the FRG. 
In Darmstadt, there were once five, and later three, Chinese guests 
present for three weeks. 


The German-Chinese joint venture can operate tax-free for two years; 
then, for two more years it pays half the corporation tax rate; and 
from the fifth year on, it will pay the customary (preferential) 
rate of 30 percent. The two stockholders receive one-third each of 
the net profit, and the remainder is put in reserves and in an 
employees’ fund. 
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PRC AMBASSADOR SAYS SWEDES TO BLAME SELF FOR LOSINC CHINA ORDERS 
Stockholm DAGENS NYHETER in Swedish 12 Apr 85 p 11 
[Article by Kerstin Kall] 


[Text] Swedish companies have mainly themselves to blame for losing large 
China orders to their competitors. This is the opinion cf China's ambassador 
to Stockholm, Wu Jiagan. 


At a seminar on China held Thursday in Stockholm, he listed three reasons why 
trade between China and Sweden was not increasing at the rate desired by both 
sides. 


"First of all, for many years China has had a trade deficit with Sweden," 
Ambassador Wu Jiagan said. "This deficit cannot increase indefinitely without 
hindering Swedish exports to China." 


“Many companies have become aware of this and are now seeking ways to improve 
the balance,” he said, indicating that he had been in contact with the 
counter-purchase company Sukab and with Impod, which imports from developing 
countries, to discuss increased counter-purchases and increased imports from 
China. 

Prices 


Wu Jiagan's second point was the high Swedish prices. 


"Sweden must remember that China is a developing country and that its 
resources will be limited for many years to come." 


The third, extremely important, point is the transfer of technology, which 
China wants to integrate into its trade. The Swedes have not kept up in this 


area, according to him. 


Wu Jiagan gave one concrete example. He did not say whether the company that 
recently lost a major order was Asea or Fricsson. 


"The Swedish company lost the order to Western European competitors because 
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the Swedes adopted a ‘wait-and-see" attitude in the first round of negotiations,” 
Ambassador Wu said. 

The competitors, on the other hand, immediately made offers that included the 
transfer of technology. 


In the second round of negotiations, the Swedes were asked if they would also 
offer China software. 


“There was no answer and the Chinese had the impression that the Swedish 
company only wanted to sell equipment and not transfer technology,” he 
explained. 


“Later they expressed a willingness to transfer technology, but then it was 
too late. The order had already gone to a third party.” 


Almost 400 representatives of Swedish companies listened. There were so many 
that S-E-Banken and the Sweden-China Trade Council, who arranged the seminar, 
had to move it from the IVA (Swedish Academy of Engineering Sciences) 
facilities to the Stockholm Conference Hall. 


During the day they also heard practical advice and experiences from Swedes 
who had succeeded in China and information on tax and other laws. There 
were two important news items. 


On 1 April a patent law will take effect in China, providing the same pro- 
tection as patent laws in Sweden and other Western countries. On 1 July a 
new law on international trade agreements will take effect. 

"This is an important milestone on China's path toward internationalization," 
said Hans Bagner from the London office of the Vinge law firm. It also 
points out China's clear willingness to adapt itself to commercial standards. 


9336 
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BRIEFS 


PRODUCTION LINE FROM JAPAN--Guangzhou, March 29 (XINHUA)--An automated pro- 
duction line making color TV frequency tuners went into operation at the 
Guangzhou Liming Electronic Accessories Plant here this week. The equipment, 
imported from the Matsushita Electric of Japan, produces up to half a million 
tuners a year. China manufactured 1,290,000 color TV sets last year--140 
percent more than in 1983. Production will rise again this year, but color 
sets are still in short supply, as living standards have risen sharply over 
the past few years. [Text] [Beijing XINHUA in English 0816 GMT 29 Mar 85 Ow] 


FOREIGN TRADE FIGURES RISE--Beijing, April 15 (XINHUA)--China's import-export 
trade reached 11.2 billion U.S. dollars in the first quarter of this year, 
the Ministry of Foreign Economic Relations and Trade said today. Exports 
came to 5.15 billion U.S. dollars, 2.7 percent more than in the same period 
last year, and imports reached 6.04 billion U.S. dollars, up 54.5 percent 
over last year. New technology and complete sets of equipment imported in 
the first three months of this year went up four percent over the same 
period last year, according to the ministry. Machinery and electrical 
instruments rose 90 percent, rolled steel 25 percent, chemical fertilizer 
41 percent, and durable goods including color television sets, radio- 
recorders, washing machines and refrigerators 100 percent. China exported 
1.36 million tons of grain from January to the end of this March, 3.5 times 
the amount for last year this time, and 61,000 tons of cotton, 35 percent 
more. [Text] [Beijing XINHUA in English 0513 GMT 15 Apr 85 OW] 


SHAANXI FOREIGN COOPERATION CONFERENCE--A provincial conference on external 
economic and technolopical cooperation work opened in Xianyang City yester- 
day. The 220 participants are summing up and exchanging experiences in 
cooperation, studying and formulating plans and administrative methods for 
unfolding economic and technological cooperation work this year, and dis- 
cussing the preparations for the domestic economic and technological talks 
to be held by the province in the second half of the year. Vice Governor 
Zhang Bin suid at the conference: The present is a favorable moment for 
promoting external economic and technological cooperation. We must open the 
door wide, boldly attract foreign capital, and provide favored treatment for 
those who come to Shaanxi to open mines and run enterprises. Comrade Zhang 
Bin stressed: In launching economic and technological cooperation, we must 
base our efforts on the province's economic strong points and tap our poten- 
tials. In particular we must attach importance to the technological 
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transformation of old enterprises and the development of tourism. We must 


work hard to improve economic results. We must develop horizontal economic 


tC ies with 


other parts of China. [Excerpts] [Xian Shaanxi Provincial Service 
in Mandarin 


1130 GMT 12 Apr 85 HK] 


4 


GUANGZHOU EXPORT COMMODITIES FALR--The 1985 spring Chinese export commodi- 
ties fair opened at Guangzhou's foreign trade center this morning. This fair 
has attracted many visitors. More than 4,000 foreigr businessmen and busi- 
nessmen from Hong Kong and Macao attended the first day's business talks. 
Lively business negotiations were held in the grain, oil, and foodstuffs 
exhibition hall, in the native and livestock products exhibition hall, in 

the textiles exhibition hall, in the silk exhibition hall. Many foreign 
businessmen and businessmen from Hong Kong and Macao waited to hold business 


talks with 


the Chinese side. This morning, Guangdong Provincial Governor 


Liang Lingguang; Zheng Tuobin, minister of foreign trade and economic rela- 
tions; and responsible persons of the fair met noted personages from Hong 
Kong and Macao. Minister Zheng Tuobin said that the signing of the Sino- 
British Joint Declaration on the Question of Hong Kong will promote the 
development of economic ties and trade relations between China's interior 

and Hong Kong. At the tair, we will adhere to the principle of making deals 
jointly at unified prices, bring into full play the initiative of all parties, 
and doing business in a bold and lively way. [Text] [Guangzhou Guangdong 
Provincial Service in Mandarin 0400 GMT 15 Apr 85 HK] 


SINO-JAPANESE CONTRACT SIGNING--A ceremony for the signing of a contract for 
China-Pacific Rental Co, Ltd, a joint venture with Chinese and Japanese 
investments, was held on 15 April. Mayor Wang Daohan attended the ceremony. 
This company was formed with joint investments from the Shanghai Municipa 
Foreign Trade Corporation; the Chinese Rental Co, Ltd; the Trust and Invest- 
ment Company under the industrial and Commercial Bank of China; Japan Leasing 
Co, Ltd; and the Long-Term Credit Bank of Japan. The establishment of the 
company will be a convenience to enterprises needing funds for technical 
transformation. By applying to and getting the approval from the rental 
company, the enterprises concerned can rent the needed equipment and pay the 
funds in installments according to negotiated terms. [By Gao Xiaoxiao] 
(Text] [Shanghai JIEFANG RIBAO in Chinese 16 Apr 85 p 3 OW] 


STEEL IMPORTS FROM BRAZIL--The Brazilian steel industry with an annual 


production of 


in China, in 
which led to 
According to 
firms of the 


steel to China. The steel 


about 19 million tons is seeking new markets in Asia and 
particular, in response to protectionist measures by the U.S. 

an almost 50 percent reduct +n in export to the latter country. 
the information from Brazilian industry circles, four large 
industry could already export a substantial amount of segregated 
group, Acesita, has currently received $5.5 million 


contracts for 1985 for the delivery of 20,000 tons of special steel. 


Usiminas, the state entity 
products to China in 1984, 
Beij ing. 
contract 
Mendes Junio 
[Frankfurt/Main 
7 Mar 85 p 2] 


which has already sold 116,000 tons of steel 
soon will deliver 150,000 tons of steel to 


The Brazilian branch of the German firm Mannesmann received a 
from China for over 140,000 tons of steel pipes; the steel group 
r received one for over 30,000 tons of steel wire. [Text ] 


FRANKFURTER ZEITUNG/BLICK DURCH DIE WIRTSCHAFT in German 
12348 











JOINT FIBER OPTICS VENTURE--Colorado is on the brink of signing its first 

tech trade agreement with the Chinese province of Hunan. Representatives 
both parties want to sign an agreement on the establishment of a joint 
venture active in fiber optics within the framework of the cooperation 
izreement concluded in 1983. According to informed sources, the representa- 
tives of Hunan show the most interest in a proposal by Edward L. Kern, 
Chairman of ELK Telecommunications, Inc. According to the contract which 
is ready for signature, ELD will form a joint venture with Changsha Computer 
Co., a subsidiary of Hunan Electronics and Industrial Corp. To begin with, 


this venture will import facilities and equipment to manufacture fiber optics 
and will begin production in 1986 in Changsha. According to Richard Goshert, 
the financial director of ELK, his firm and Changsha Computer will each 


assume half of the initial costs of about $5 to 6 million. [Text] [Frankfurt/ 
Main FRANKFURTER ZEITUNG/BLICK DURCH DIE WIRTSCHAFT in German 11 Mar 85 p 2] 
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LABOR AND WAGES 


CHINA'S PROSPECTS IN LABOR EXPORT DISCUSSED 


Beijing RENKOU YU JINGJI [POPULATION AND ECONOMICS] in Chinese No 5, 25 Oct 84 
pp 42-44 


[Article by Zhang Feifei [1728 7378 7378] of the Population Research Center 
of Anhui University: "Preliminary Discussion on the New Way of Exporting 
China's Labor Forces--Labor Export"] 


[Text] Labor export generally refers to one country which owns labor forces 
providing labor to another country that lacks labor forces. It is in essence 
a type of temporary international labor migration. Since World War II, the 
scale of international labor export has continued to expand throughout the 
world. According to the calculations of the World Bank, there are about 20 
million foreign laborers in the world. Of these, about 12 million are from 
developing countries. As a new way of exporting labor forces, labor export 
has begun to attract more and more attention from all countries. In China, 
labor export is still in the beginning stage. This article is going to talk 
about the role, development and orientation of China's labor cxport. 


I. Regarding the issue of labor export, the "Regulations on Several Questions 
Concerning Vigorously Developing Foreiga Trade To Increase Foreign Exchange 
Income" which was promulgated by China in 1979 points out: "It is permitted 
to invest in enterprises in foreign countries and send people out to engage in 
labor activities." Encouraged by the open-door policy of the state, China's 
labor export has made good progress in the past few years. By the end of 
1983, China had established labor cooperation relations with 43 countries and 
areas in the world and signed $2.317 billion worth of contracts. There are 
now over 30,000 people carrying out labor contracts in foreign countries all 
year round. A total of 424 contracts were signed in 1983, 87.2 percent more 
than in 1982. However, compared with many labor exporting countries in the 
world, the current scale of China's labor export is just a beginning. For 
instance, among the 3 million laborers exported from various developing Asian 
countries and areas to the Middle East, 1.2 million come from Pakistan. These 
laborers remitted over $2 billion foreign exchange income in 1981, equivalent 
to Pakistan's total export income for that year. About 1 million laborers 
come from India. Among them, 200,000 work in Iraq. These workers alone can 
earn $1.3 billion foreign exchange a year. The Philippines has exported 

about 250,000 laborers who remitted $1 billion foreign exchange in 1981. 

Sri Lanka has exported about 100,000 laborers who earned $220 million foreign 
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exchange in 1981. Thailand has exported about 100,000 laborers who earned as 
much as $500 million foreign exchange in 1979. It is therefore clear that 
their scale is much bigger than China's both in the number of people and the 
amount of money involved. 


With a labor force of nearly 400 million, China is the country with the most 
abundant labor resources in the world. Vigorously developing labor export is 
totally necessary and feasible. 


First of all, vigorously developing labor export can help alleviate the 
contradiction of urban and rural employment shortage in China. China has a 
huge population and its average age is relatively young. Although the basic 
solution to the employment problem must be worked out within the country, in 
order to open up more avenues, we should try every possible way to export 
some of our labor forces. In the past few years, in view of the serious 
unemployment problem, many developing countries have vigorously developed 
labor export and found new ways of employment for surplus labor at home. For 
example, the unemployment rate of the Philippines reached 14.6 percent in 
1980, forcing its government to pay attention to labor export. There are now 
over 700,000 Filipinos working in over 100 countries and areas in the world. 
There are 250,000 alone in the Middle East. The Philippine government is 
trying to get 1 million employment opportunities outside its country in 
1984. In 1978 there were only 50,000 Indian laborers in the Middle East. 

Now there are 1 million. The fact that these countries can find so many 
foreign employment opportunities so quickly is worth our attention. 


Judged by the viewpoint of foreign trade, developing labor export can earn 
more foreign exchange. At present, labor trade already accounts for a quarter 
of total international trade volume and its growth rate is much higher than 
that of commodity trade. Furthermore, developing labor export can promote 

the export of various commodities. 


What we need to point out is that among the Asian countries that export labor, 
the goal and demand of labor export are not exactly the same. Some less 
developed countries and areas such as Bangladesh emphasize labor export in 

an effort to find more employment opportunities, whereas some more developed 
countries and areas such as South Korea provide labor and contract projects 

in order to promote the export of various commodities. In the past few years, 
South Korea contracted about $10 billion of foreign projects and earned over 
$2 billion foreign exchange income each year. Of this, a very large portion 
was made by exporting building materials. 


China's labor export is still in the beginning stage. What we are doing now 
mainly is to expand labor export by exporting more labor forces. Many of our 
foreign project companies are unwilling or afraid to contract more projects. 
When they do, they seldom use materials and equipment produced by themselves. 
Instead, they basically rely on materials purchased locally or imported from 
other countries. In fact, labor export and commodity export can complement 
and promote each other. We can promote commodity export by developing labor 
export. The export of equipment, materials and other commodities will in 
turn increase China's ability to compete on the international contract market 
and create conditions for labor export on a large scale, thereby achieving the 
goal and demand of double benefits. 
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It. China did not really begin labor export until 1979. Although this work 
has progressed very fast, the number of items available, the scale and the 
number of people involved are much too small compared to China's labor export 
capacity. From now on, we should implement the basic principle of “keeping 
promises, guaranteeing quality, seeking small profits and stressing loyalty," 
which was set forth by Comrade Hu Yaobang, and adopt feasible and positive 
measures to expand the scale of labor export. 


First, we must further liberate our thinking and correctly distinguish between 
the differences of nature in the labor export of old and new China. In old 
China, laborers were forced to go abroad to seek a slim chance of survival 
under semi-feudal and semi-colonial social and economic conditions. They led 
an inhuman life under the ruthless exploitation of imperialists and colonialists. 
In new China, laborers are masters of an independant and sovereign socialist 
country. In order to accumulate funds for the four modernizations, they are 
organized to go abroad by the government or related companies in accordance 
with the agreement of equality and mutual benefit. There is no worry about 
their human right in foreign countries because it is protected by the state. 


Second, our foreign labor cooperation companies are all state-run enterprises. 
Their strong support is the state. Therefore, the state should adopt encouraging 
measures and the government and financial organizations should give priority 
and support in regard to equipment and material supply, foreign exchange loan 
and personnel organization so as to expand the scale of labor contracts. 


Third, we should establish specialized management organizations and gradually 
build foreign labor contract companies into economic entities. This is con- 
ducive not only to unified management and overall planning but also to central- 
izing equipment and technology, unclogging market information and enhancing 
professional knowledge so as to increase the value and profits of contracts. 


Fourth, we should strengthen technical training and professional evaluation 

and improve the quality of labor export. China is now sending out laborers 
who are originally from labor-intensive industries, mostly from the building 
industry. They are often old, poorly educated and unable to compete on foreign 
labor markets. Therefore, from now on, we should provide more workers from 
technology-intensive industries and high class engineers and technicians when 
required. Judged by long-term development, each year we should select a number 
of young people who have a relatively high cultural level and fairly good 
physical conditions from among those jobless youth who have flunked the advanced 
state examination and have them go through a certain period of specialized 
technical training and professional evaluation. This can satisy the need of 
expanding the scale of labor export in the future and at the same time serve 
the purpose of alleviating the urban and rural employment contradiction and 


shortage. 


lil. If we are to vigorously develop labor export, what would be our develop- 
ment orientation? If we compare the geographical distribution of foreign 
workers in the world, we can see that the most concentrated area is the United 
States and Canada where foreign workers mainly come from Europe and Latin 
America; the second concentrated area is west Europe where foreign workers 
mainly come from Italy, Portugal, Yugoslavia and Turkey; and the third 
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concentrated area is the Middle East which is a new foreign worker concentrated 
irea formed after the war. Most foreign workers in the Middle East come from 
Egypt, Pakistan, Bangladesh, India and South Korea. China's labor export has 

a rather narrow market. Over 90 percent of Chinese laborers are concentrated 
in Iraq, North Yemen and Jordan. As for those countries which are rich in oil 
resources such as Saudi Arabia and Kuwait, China has not entered or is just 
preparing to enter the market. Therefore, we should use them as a breakthrough 
and consider the Middle East as the main orientation of China's labor export. 


We consider the Middle East as the main orientation of labor export not only 
because of such factors as geographical position, society, history, custom and 
tradition but more importantly because of a series of economic, social and 
population factors which play a long-term restrictive role. 


The oil-producing countries of the Middle East have abundant oil resources, 
accounting for two-thirds of the world's reserves and one-half of the world's 
total annual output. Since the 1970's, the total oil income of eight Middle 
East oil-producing countries--Saudi Arabia, Kuwait, Iraq, Iran, the United 
Arab Emirates, Qatar, Bahrain and Oman--has increased sharply from $13.89 
billion in 1973 to $187.1 billion in 1980, an increase of more than 12 times. 
On the basis of the rapid increase in oil income, Middle East oil-producing 
countries have vigorously developed their national economy in an effort to 
change the situation of relying only on the export of crude oil and to realize 
the modernization of the national economy. Therefore, in the past few years, 
with the progress of large-scale economic construction, the demand for labor 
has also increased sharply in these vil-producing countries. But the population 
density is fairly low in the Middle East. There are only a little more than 
100 million people in the area of over 7 million sq km, averaging less than 

15 people per sq km. Except for Iran and Iraq where the population is bigger, 
Kuwait, Qatar, the United Arab Emirates, Saudi Arabia, Bahrain and Oman each 
only has a few million or even only a few hundred thousand citizens. In 
addition, due to the restrictions of social customs and religious doctrines, 
one half of the population--women--are not allowed to participate in social 
activities. Besides, cultural and educational undertakings are relatively 
backward in these countries. Their illiteracy rate is relatively high. The 
cultural level of their existing population is much too low to meet the need 

of modernized construction. Therefore, it is only natural for Middle East 
oil-producing countries to suffer from serious labor shortage resulting from 

a sharp increase in the demand for labor forces and the inability to develop 
scarce labor resources in a timely manner. In the meantime, the countries 
neighboring the Middle East such as Egypt, Pakistan and India, where the 
population density is fairly high and cultural and educational development 

is more advanced than in the Middle East, suffer in different degrees from 

the high unemployment rate of the labor population and, therefore, export a 
fairly large number of unskilled laborers and technicians. This supply-and- 
demand relation of labor resources has enabled these countries to form unbreak- 
able economic ties with Middle East oil-producing countries and made the Middle 
East a major market of labor export in the modern world. 


In 1973, there were less than 500,000 foreign workers in the Middle Fast. 


After a large increase in oil prices, petrodollars began to flow in as oil 
flowed out of the Middle East. The number of foreign workers in this area 
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increased sharply along with the need for economic construction. There were 

2.5 million in 1977, 3 million in 1980 and about 5.5 million in 1981, of which, 

3 million come mainly from Asia. Consequently, the proportion of foreign 

workers in the population and labor forces of Middle East oil-producing countries 
has also markedly increased. For example, Saudi Arabia had over 5,000 foreign 
workers in 1949. By 1979 the number had increased to 1.3 million, more than 

the native workers of Saudi Arabia. In some Middle East oil-producing countries, 
toreign workers not only have outnumbered native workers but also outnumbered 
native population. In Kuwait, foreign workers accounted for 58.9 percent of 

the nationa's total population--1.3 million--in 1979. In the United Arab 
Emirates, foreign workers accounted for 80 percent of the nation's total pop- 
ulation--900,000--in 1980. We can say that foreign workers have become an 
important force that is indispensable to the economic construction of the Middle 
East. To quickly absorb the construction funds acquired through the increase 

in oil prices, Middle East oil-producing countries must import a large amount 

of labor from abroad. 


Since the base price of Middle East crude oil declined not long ago, some 

people may assert that labor demand in the Middle East will also decline. But 
this is not true. Although the fluctuation in the oil price concerns labor 
demand in the Middle East, the current deciine in the oil price was caused by 
many reasons. It is still impossipvle to find a large amount of economical new 
energy to replace oil for a relatively long period of time. The situation of 
Western countries relying on Middle East oil-producing countries will not change. 
In fact, along with the slow economic recovery in the west, oil demand has again 
somewhat increased and current oil price has begun to show the signs of a slight 
increase. It is estimated that oil prices will begin to increase in 1985 at 

the latest and will continue to increase at an average of 3 percent a year for 
the next 20 years. This means that Middle East countries will maintain the 
1970's level of a nearly 50 percent average annual investment increase rate 

and 22 percent economic growth rate. 


Judged by new large-scale development plans carried out since 1980, the total 
amount of contracted projects in the Middle East increased from $46.2 billion 
in 1980 to $81.6 billion in 1981, an increase rate of 76.5 percent. The 
developmental investment of Saudi Arabia will reach $225 billion in its third 
5-year plan period (1981-85), two times more than in the previous 10 years. 
This being the case, it is estimated that foreign workers in Middle East oil- 
producing countries will have to increase at an average of 10 percent each 
year. The number will be over 6 million in 1985 and about 10 million in 1990. 
Especially because local wars are still escalating in the Middle East, post-war 
reconstruction efforts will expand the scale of new construction projects, 
increasing the need for imported labor. Besides, judged from economic results, 
the high price of labor in the Middle East is also very appealing. 


Because of this, we should strengthen economic ties with Middle East oil-producing 
countries, consider the Middle East as the main orientation of China's labor 
export and further open up the international market of China's labor export. 


[In sum, judged by China's labor resources and international market demand, 


China has great potential in Labor export and broad prospects for the development 


this new way of exporting Labor forces. 
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DEVELOPMENT OF TERTIARY INDUSTRY IN GUANGDONG REPORTED 
Guangzhou NANFANG RIBAO in Chinese 16 Feb 85 p l 


[Text] Since the implementation of the policy of opening up to the 
outside world and revitalizing the domestic economy, the tertiary 
industry of our province has developed rapidly. According to the 
preliminary statistics of the provincial statistical bureau, by the 
end of 1984, there was 5.03 million workers involved in the tertiary 
industry throughout the province, showing an increase of 81.6 percent 
over 1979 and an average annual increase of 12.7 percent. Their 
percentage in the workers of the whole society has risen from 1l 
percent in 1979 to 17.3 percent in 1984. The growth of the labor 
forces in the tertiary industry has changed the labor employment 
structure of our province and has promoted the overall development 
of the national economy. 


The development of the tertiary industry in our province has given rise 
to the trend of the simultaneous promotion of the state, the collective 
and the individual. This is a characteristic. A few years ago, the 
labor forces of the tertiary industry in our province were primarily 
concentrated on the units under the system of ownership by all people, 
where the staff members and workers who belonged to that system con- 
stituted over 60 percent of the total labor forces. Inthe last year, 
with the relaxation of the policy, the number of collectives as well 

as individuals involved in the tertiary industry have increased rapidly. 
By the end of 1984, there were over 1.96 million staff members and 
workers of the system of collective ownership who were involved in the 
tertiary industry, giving an increase of 1.65 times over 1979; and 

there were 730,000 individual workers, giving an increase of 716,000 
people over 19/9. The percentage of the above two groups of people 
combined in the total number of people involved in the tertiary industry 
has risen from 27.4 percent in 1979 to 53.7 percent in 1984. 


As a result of the implementation of the policy of opening up to the 
outside world, the establishment of the tertiary industry in our 
province by Hong Kong and foreign businessmen has also increased at 

a more rapid pace. By the end of 1983, there was a total of over 
16,000 personnel (including Chinese personnel) in the enterprises with 
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foreign investment in the tertiary industry throughout the province. The 
actual amount of investment was over 300 million yuan. The tertiary 
industry was also run in diverse economic forms, offerine convenience 

to the masses’ livelihood and revitalizing the urban and rural economy. 


The number of people involved in the tertiary industry in our privince's 
rural area has increased very rapidly. This is another characteristic. 
In the last year, the changes in the structure of the labor forces in 

our province have prominently manifested themselves in the shift from the 
agricultural labor forces to the nonagricultural sectors. In 1979, the 
laborers of the agricultural sectors constituted 76.2 percent of the 
laborers of the whole society. The percentage dropped to 67.2 percent 

in 1984. This is primarily because, after the implementation of the 
system of responsibility in joint production, the agricultural labor pro- 
ductivity improved. A portion of the labor forces was freed from agri- 
culture. Most of these labor forces shifted to the tertiary industry, in 
particular toward the commercial, catering and service sectors. In 1984, 
there was a total of 1.58 million people in the rural areas involved in 
the tertiary industry, eight times more than 1979. Among them, the number 
of people involved in the commercial, catering and service sectors increased 
by 12 times. The involvement in the individual transportation business 
and activities of transportation for sales also developed very rapidly. 
Last year, the number of people involved in the above two undertakings 
were 2.2 times and 2 times more than the preceding year respectively. 
According to an investigation of the concerned departments, at the end 

of June last year, there were over 8,000 private (including city and 
township) transportation vehicles and nearly 86 sets of medium-sized 

and small tractors. They have played an active role in opening up the 
channels of commodity circulation and in promoting the development of 
commodity production. 


Mobilized by the rapid development in the tourist business, the number 
of personnel in the commercial, catering and service sectors in various 
places has doubled and redoubled. This is a third characteristic. 
According to statistics, our province's full-time tourist sector received 
over 1.39 million people, 61 percent more than 1980. The development of 
the tourist business has very rapidly led to the prosperity in the 
catering trade, in commerce, in communications and transport as well 

as other service trades. In 1984, there were 620,000 commercial, 
catering and service organizations throughout the province, 4.2 times 
more than 1979. There were 2.16 million employees, ..2 times more than 
1979. In the development of commercial, catering and service trade, 

the catering trade is the most vigorous one. Compared to 1979, the 
number of organizations in 1984 has increased by 9 times, and the 

number of personnel by 2.5 times. 


9335 
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TRADE UNLON LEADER ON UNIONS AIDING IN PRICE CONTROL WORK 
HKO50255 Beijing GONGREN RIBAO in Chinese 1 Apr 85 p 1 


[Report: “Responsible Person of All-China Federation of Trade Unions [word 
indistinct] Need for Trade Unions To Assist the Government in Exercising 
Price Control"™| 


[Text] On 30 March, the responsible person of the All-China Federation gave 
an interview to this newpaper and talked about che need for trade unions at all 
levels to help the government strengthen price controls and make inspections 
of prices on the markets. 


The national trade union leader said: The State Council recently issued a 
circular which includes 10 policy stipulations on strengthening price controls 
and making inspections of prices in the markets. The circular requires all 
government departments concerned to make joint efforts in exercising price control 
and also requires that trade unions, women's federations, and other mass 
organizations offer their assistance in this field. The implementation of this 
document will effectively ensure the smooth development of reform of the price 
system and will promote the healthy development of the overall economic reforms. 
The All-China Federation of Trade Unions calls on all trade unions to seriously 
mobilize the broad masses of working people and rely on them to help in price 
inspection work in line with the spirit of the State Council circular. 


[he responsible person stressed: A reasonable price system is an important 
condition for ensuring the orderly development of the national economy, and the 
reform of the price system is the key to reform of the entire economic structure. 
Not only do the party and government earnestly hope that trade unions at all 
levels will give their help and support to reforms of the price system, but all 
workers also want their organizations to do so. 


iow should we implement the spirit of the State Council circular? The national 
federation requires: First, all trade unions should conduct propaganda among 
the working masses and help them understand that reforming the un:iecasonable 
price system is an urgent need in order to further develop production and is 
also in the tundamental interests of consumers and the working people and 

that the evil wind of reckless price increases will seriously hinder the 








establishment of a reasonable 
conscious in fighting against 


° - - - : a = : 
pr ices. ic is necessary c< cr 


reform of the price system to 


price systen. 


the evil wind and in exercising supervision over 


This will make the workers more 


plain the principles, policies, and steps for 


the workers. 


While actively supporting the 


government in enlivening the economy, trade unions should also help the 
government exercise price control, severely deal with units and individuals 
who recklessly raise prices in the course of reforms to disrupt the markets 
and impair the interests of the state and the consumers, and resolutely curb 
the new evil trends so as to guarantee the smooth development of the price 


reforms. 


Second, trade unions should give better guidance to the workers’ organizations 


for supervising prices and bring the role of these organizations into better 


play. In recent years trade unions in Shengyang and Changchun have set up some 
worker organiza’ .ons in various enterprises to supervise prices in cooperation 
These price supervision activities of 
masses have played a great role in safeguarding the interests of the state and 


with the reievait state departments. 


the people and in curbing the evil wind of reckless price rises. Wherever 


conditions exist, trade unions should seriously follow this successful experience 


by cooperating with price control departments and industrial and commercial 


administrations, and should support, help, and guide the workers’ organizations 


in supervising prices. These organizations should seriously carry out their 


supervision work in Line with the relevant state principles and policies. 


should often inspect prices and service charges in the markets and promptly 
check actions that go against policies and regulations. In this regard, we 
should sum up the experience of the masses, commend the advanced units and 


individuals, promptly settle problems 


to an in-depth degree. 


Third, while mobilizing the masses to participate in price supervision activities, 
trade unions should more often educate workers in various trades and help them 


in the work, and advance these activities 


establish the idea of "protecting the interests of consumers" and “handling 


their business in an honest way." 


ALL workers should faithfully carry out the 
state's price policies and abide by discipline, should make efforts to improve 
their business operations and service quality, 


lower production costs, raise 


economic efficiency, and should resolutely struggle against various actions 


that harm the interests of the 


Fourth, trade unions should make more 
conditions and the people's demands to the authorities concerned, he 


governments formulate correct 


in our economic reforms. 
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investigations, promptly report market 


Lp local 
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YOU REN PRESENTS WORK REPORT AT TRADE UNION CONGRESS 
Hohhot NEI MONGOL RIBAO in Chinese 27 Jan 85 p l 


/Text/ On 25 January in the afternoon, entrusted by the third committee of 

the autonomous regional federation of trade unions, comrade You Ren /1429 0088/ 
delivered a work report at the fourth autonomous regional trade union congress 
entitled "Develop the Spirit of the Working Class As Masters, Carry Out Reform 
With Determination for the Building of a United, Prosperous and Civilized Nei 
Mongol and March Forward in Pioneering Spirit." 


In the report, You Ren first reviewed and summed up the work of the autonomous 
regional trade union since its third congress. He said, the third autonomous 
regional trade union congress held in June 1973 had upheld the erroneous theory 
and practice of the "great cultural revolution” and that the guiding principles 
which were all wrong ideologically, politically and organizationally should be 
thoroughly negated. He stressed, since the 3d Plenary Session of the llth CPC 
Central Committee, the workers movement and trade union work in our region have 
consistently adhered to the line, principles and policies of the 3d Plenary 
Session of the llth CPC Central Committee and the important directive of the 
CPC Central Committee on the work in Nei Mongol and followed the principles 
concerning the trade union work formulated by the 10th congress of the Chinese 
Trade Unions, and under the leadership of the autonomous regional CPC committee 
and the All-China Federation of Trade Unions, took a series of steps to bring 
order out of chaos, made new strides and achieved new results. The contingent 
of workers and staff members in the entire region is growing steadily and its 
consciousness in implementing the party's line is rising notably. The workers 
and staff members of all nationalities have further strengthened unity and made 
significant contributions in developing spiritual and material civilization in 
the autonomous region. 


He said, the principal experiences of trade union work in our region are: the 
party's line, principles and policies must be implemented unswervingly under 

the party leadership before the trade union work can develop healthily toward 

a correct direction; the trade union must insist on keeping its own work in 

line with the general interst of the work of the whole party, consciously obey 
and serve the general interest, and carry out activities centered around economic 
construction before it can straighten its position and play its role, only by 
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seeking truth from facts and proceeding from the actual conditions in Nei Mongol 
and the characteristics of the trade union can the trade union work be highly 
successful and creative; only by catering to the grassroots level, maintain 
close ties with the masses, going deep into the realities of life to conduct 
investigation and study and serve the grassroots level and the masses can give 
the trade union work vitality and give play to the role of Linking the party 
with the masses of workers and staff members; the trade union must do more 
practical work with initiative and in a down-to-earth way to achieve results 
before it can attract the attention of the party and win the support of the 
administrative departments and the masses. 


Touching on the glorious tasks for the workers and staff members of all nation- 
alities and the trade unions at all levels in our region from now on, You Ren 
said, the 12th CPC Congress has set forth the general tasks and general targets 
for our country's socialist modernization and the fourth party congress of the 
autonomous region has also put forth the targets of struggle for economic con- 
struction in our region. To realize the abovementioned targets and tasks, 
workers and staff members of all nationalities and the trade unions at all 
levels in our region must resolutely implement the guidelines of the 3d Plenary 
Session of the 12th CPC Central Committee and give full play to the role of 

the working class as the main force in the reform of the economic structure. 
The workers and staff members of all nationalities must fully understand the 
vital significance of the reform, enhance the sense of urgency for the reform, 
further surmount the "Leftist" influence, old notions and the force of habit, 
stand in the forefront of the reform and be brave pathbreakers of the reform. 
The trade unions at all levels and the broad masses of trade union cadres 
throughout the region should earnestly plunge themselves into the currents of 
reform, support the reform with a clearcut political stand and be promoters of 
the reform, they should, under the unified leadership of the party committee, 
seriously study, publicize and implement the decision of the 3d Plenary 
Session of the 12th CPC Central Committee and unify the thinking and actions 

of the broad masses of trade union cadres and workers and staff members of all 
nationalities along the party's general targets, general tasks and the line, 
principles and policies. They should think about problems and work to enhance 
the source of vitality for enterprises, do a good job in building the system 

of congress of workers and staff members and solidify its work, develop demo- 
cratic management in enterprises and ensure the posttion of workers and staff 
members as the masters; they should promote the work of establishing and per- 
fecting the economic responsiblity system in various forms with contracts as 
the leading factor and smash the practice of “eating out of the same big pot” 
so that the workers and staff members can earn more by doing more work and get 
rich by working diligently; they should do well in promoting ideological and 
political work among workers and staff members and in educating and guiding 
them to foster the communist spirit and strive to do more for the four modern- 
izations drive. They should foster the new concept and new custom of showing 
respect for knowledge and talented personnel, endeavor to raise the ideological 
and political quality and the scientific and cultural level of workers and staff 
members and give full play to the role of intellectuals in the four moderniza- 
tions. Trade unions at all levels must, based on the actual conditions and 
characteristics of various trades and units, organize the workers and staff 
members of all nationalities to more effectively develop the activities to learn 











from and catch up with the advanced and become advanced in competition. While 
vigorously developing the economy, they should step by step improve the livin; 
standard of workers and staf 

and staff members should strengthen unity, learn from one another, advanc: 
together and make contributions in bringing about common prosperity among all 
nationalities. 


> 
> 


members anc ensure sariety in production. sOTrTxkers 


You Ren also emphasized the reform of the trade union itself and strengthening 
the building of trade unions. He said, the trade unions at all levels in our 
region should set right the guiding principles for operations and further carry 
out the trade union work to promote economic structural rt tered around 
economic construction. Grassroots trade union organizations should strive to 
create “homes of workers and staff members” in reform spirit and trade unions 
should endeavor to become “friends of workers and staff members.” Trade unions 
at all levels should insist on catering to the c«rassroots level, maintain « ‘ 
ties with the masses, conduct investigation and study penetratingly and mak« 
serious efforts in changing the style of work; they should sceadily emancipate 


their minds, introduce reform and bring forth new ideas and strive to explore 
new paths for trade union work. 


12662 
CSO: 4006/450 
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LABOR AND WAGES 


BRIEFS 


LABOR FORCE EXPORTS--China's export of Labor force has developed rapidly in 
recent years. About 35,000 Chinese, from cooks to construction workers, at 
“resent, are displaying their talents overseas. In the first half of this year, 
shina had already signed contracts worth US$5/70 million, an increase of 

24 percent over the same period last year. Most of the contracts involve 
construction projects in the Middle East. [Text] [Fuzhou FUJIAN RIBAO in Chinese 
29 Mar 85 p 3] 


CSO: 4006/553 
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MINISTER WANG ZHANYL DISCUSSES HIGHWAY CONSTRUCTION 
GONGLU [HIGHWAY] in Chinese No 11, 25 Nov 84 pp 1-5 


peech by Vice Minister of Communications Wang Zhanvyi [3769 1455 1942] at the 
nal Conference To Exchange Experience on Highway Construction on 1 Septem- 


~ 


ber 34--Published in excerpts based on record transcript] 
[Text Comrades: 


ynference is convened when the situation of reforming the economic 
icture across the country is at its best. Focusing on the characteristics 
ur highway construction departments, the conference exchanged experience 

reform in construction and management in various regions and units, re- 

on the progress in the construction by mechanized process of Grade 1 and 
ivs and Large bridges and discussed questions concerning the overall re- 
rl n highway capital construction. Judging from the results of studies from 
ind exchanging experience, the economic contract responsibility system 


een implemented in many highway construction projects across the country 


thereby surmounting the evil practice of egalitarianism and “eating out of the 
pot." As a result, it has not only added vitality to the enterprises 
irkedly raised the quality, the level of management and economic re- 

t f enterprises and speeded up construction progress. Take the Harbin 
jiang Bridge, for example, by comparing July, the month after the con- 
tract is comprehensively implemented, with May, the month before the contract 

ed, the monthly volume of work increased /9./7 percent, the monthly 

r productivity rose 84.7 percent and wages per-100 yuan output value 
ropped 59.5 percent. The ministry's Second Highway Construction Bureau under- 


the construction of the Hubei Shayang Hanjiang Bridge implemented the 
ent-brigade-team three-level contract system in 1983, in spite of the 
of the most extraordinary floods in 100 years at that time, the flood- 
ireas were restored in over 3 months, yet still coming out with a pro- 
340,000 yuan, doubling that of 1982 before the contract system was in- 
Oo overcome the tendencies of lopsidedly pursuing outyvut value at 
se of quality after the implement ‘tion of the economic contract 
lity system and properly solve the contradictions between "speed" and 


e,'' the project supervision system has been introduced 1iu many pro- 


romoting overall quality control. fake the Yuanjiang Bridge in Changde, 
; r example, "measures governing the implementation of project technical 
rvision" were drawn up highlighting the power and responsibilities of the 
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supervisory personnel at all levels. Under these measures, it was stipulat 
that in inspecting and appraising project quality, leading members at 

are not allowed to intervene or overrule the decisions of the supervis: 
personnel by administrative means. In the event of dissenting views, the 
engineer will call the personne! concerned for a joint hearing to make 

It was also stipulated that supervisory personnel have the power to rule on 
questions of project quality in conjunction with questions of economic bene! i 
By establishing an organ overseeing the overall quality control in the constru 
tion of the Harbin Songhuajiang Bridge, it has solidified the quality insp 
system with specialized control and mass control organized into lines and net- 
works so that the work in various fields can all proceed in an orderly manne: 
from organizing leadership to the formulation of plans, from the drawing y 
planning measures to analysis by mathematical statistics, from the study 
management techniques to developing QC [quality control] activities and fror 
the control of working process capability to quality information feedback. 

the construction of high-standard highways and big bridges, Liaoning. Heilongji. 
and Guangdong provinces have seriously summed up experiences and lessons learn 
over the past years and raised the level of technology and equipment and put 
into use advanced machinery and equipment in complete sets produced at home and 
from abroad, thereby changing the backward means of construction in the past, 
raising construction efficiency, ensuring the quality of projects and preatl 
accelerating the progress of construction. Moreover, in renovating the tw 
Grade 2 Guangzhou-Shenzhen and Nanchang-Ganzgou highways, excellent result: 
have been achieved by directing attention toward project quality control, setti 
up project-site laboratories, perfecting the means of surveying and testing, 
strict control over the selection of materials and earth foundation and hard- 
pressing of road surfaces. The representatives generally refelcted that the 
had gained tremendously as a result of visiting, exchanging experience, studic: 
and discussions which had broadened their horizons. I1 am convinced that thi 
conference will definitely play a positive and promoting role in our reform 

the highway construction departments across the country, speeding up the pac: 
of highway construction, lowering construction cost and ensuring project 
quality. 


Next, I would like to present my views on the current situation with regard t 
highway traffic, the reform of highway construction and management structur 
and our work from this time forward. 


I. The Current Highway Traffic Situation 


This year marks the 35th anniversary of the founding of the PRC. Magnificent 
achievements have been made in our country's socialist revolution and construc- 
tion over 35 years. Particularly since the Third Plenum of the lith CPC Cent: 
Committee and the implementation of the policy of opening to the outside worl 
and enlivening the domestic economy, the national economy has developed rapidly 
the people's living standard has risen steadily and highway traffic has scor 
tremendous results. By the end of 1983, with the exception of Medog Count 
Xizang, over 2,100 counties across the country are connected by highways an 
about 90 percent of the communes (villages) are accessible by motor vehicl« 

A national highway network with the national capital as the center that l/ii 

up with various provinces, the capitals of autonomous regions and municipal iti+ 
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directly subordinate to the central authorities and hooks up with railroads 


1 ; - 1%.. } . 1 . 
and ports NaS Dasicaliy taken shape. 


The standard quality of highways has also been improved steadily. By comparing 
1983 with 1979, in 4 years, the highway mileage increased by over 40,000 km and 
the highway grades have also been elevated somewhat: Grade 1 highways increased 
by 67 km; Grade 2 highways, 5,588 km; Grade 3 highways, 13,000 km; and Grade 4 
highways, 87,680 km. In the meantime, some of the construction projects had 
also reached higher levels in both designing and construction, for instance, 
the Huanghe Highway Bridge in Jinan of Shandong, the Beijing Badaling Trans- 
provincial Highway, the Guangxi Honghe Bridge and the Guangdong Zhongtang 
Bridge all received excellent project awards from the state in succession. 
According to our preliminary understanding, Grade 1 and 2 highways across the 
country now under construction and whose construction is being planned come to 
more than 2,600 km. This year the state has also approved the construction of 
the Beijing-Tianjin-Tanggu and Guangzhou-Shenzhen expressways and Shenyang- 
Dalian Grade 1 Highway. 


Generally speaking, the situation is good, but we must also note that our high- 
way traffic has remained a weak link in our national economy far from coping 
with the needs of our national economic development. The average speed per 
hour on our main highways across the country is only 30 km or only 50 percent 
of the optimum economic motor speed in general; the average fuel consumption 
per 100 dun/km is over 7 liters, or more than double that of the advanced level 
abroad. This shows that because the highways are poor, the use of two trucks 
can produce the result of one and due to the enormous fuel consumption, several 
hundred million yuan is wasted each year. The present objective situation has 
imposed higher and higher demands on the highways. Everyone demands not only 
accessible highways but also highways with traffice capacity providing smooth 
and comfortable transportation. Therefore, it is urgent that the situation 
characterized by low standards, poor quality and inferior road surface of 
highways be rectified as soon as possible. To this end, we must speed up the 
tempo of highway construction by every possible means. However, our work still 
cannot cope with the demands of the development of the situation. On the one 
hand, we asked the state, the province and the municipalities to line up the 
plans and allocate investment funds, on the other hand, as the plans were lined 
up, some of the projects were started often without going through feasibility 
studies, without receiving the letters approving the planned tasks and without 
making preliminary designs. Some were found to have numerous existing problems 
such as requiring extended time limit for the projects, higher construction 
cost and poor project quality. This state of affairs must be reformed and 


changed as soon as possible. 


[I. Recognizing the Situation and Fnergetically Carrying Out Reform of the 
Highway Construction and Management Structure 


How can we change the backward state of our highways? First, we must raise 
the understanding about the position and role of highway tratfic in the national 
economy; second, we must energetically carry out reform and fully arouse the 
enthusiasm and creativity of the broad masses of workers and staff members 
through reform to speed up construction, lower construction cost and improve 


juality. 
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With regard to the vital significance ot developing highway traffic, the lead- 
ing comrades at the central level have made many important speeches in recent 
years. The leading comrades had pointed out the direction and put forth ways 
in their speeches. So long as we study and understand them conscientiously and 
them consistently, we will be able to vigorously develop highway con- 


implement 


st ruct Ion. 


The central authorities have paid much attention to the economic structural 
reform. After the Third Plenum, the reform of the rural economic structure 
was first embarked upon and now the urban economic structural reform is also 
being earnestly carried out. Since the reform of the construction industry 
and the capital construct on and management 3tructure also constitutes a gap in 
our urban reform, particuiarly efforts should be made to carry out. To this 
end, a "National Symposium on the Reform of the Construction Industry and 
Capital Construction and Management Structure" was jointly convened from 25 
June to 5 July this year by five units including the State Planning Commission 
to specifically discuss the direction, measures, policies and principle, 
general demands and other questions relating to the synchronous coordinated 
reform of the construction industry and capital construction. 


The reform of the construction industry and capital construction and management 
structure has now aroused the attention of various departments and regions. 
Reform of our highway construction departments is also being actively carried 
out. Many construction units have now instituted various types of internal 
economic contracted responsibility system in construction projects or some of 
the projects so as to closely link the project quality, the time limit for pro- 
ject and the economic responsibility together thereby ensuring the project 
quality even better and further raising the economic results. For example, in 
building the Liuzhou No 2 Bridge, the second engineering department of the 
Guangxi highway bureau, after implementing the contract responsibility system, 
saved 2.3 million yuan in investment in the whole project, which represented 
20.4 percent of the total investment, and the time limit for completing the 
project was also moved up 8 months. The autonomous regional construction 
commission which inspected and took over the bridge rated the construction 
quality excellent. To speed up the progress of the Shendalu project and lower 
construction cost, Liaoning Province called for open bidding in the province 
for the Tengaobao Bridge project, and seven construction enterprises put in 
bids. With the base bid set at 4.36 million yuan, the Fushun City engineering 
department won the bid at 2.96 million yuan, thus greatly lowering the total 
investment. In regard to the construction of the Beijing-Tianjin-Tanggu 
Expressway, the first of its kind oa the China mainland, now under design, and 
the highways from Shaanxi's Xiian to Sanyuan and from Shandong Province's 
Ancheng to Gaotang with loans from the World Bank to be worked out, the method 
of inviting public bidding for international projects will also be used to pick 
the construction units on merit. Meanwhile, the tendency to extensively promote 
the contract to minimize wages per 100 yuan output value has prevailed in 
highway departments. The First Highway Engineering Bureau of our ministry and 
the Yuanjiang Bridge project in Changde of Hunan Province had put this contract 
system on a trial basis. In the course of the implementation, it had speeded 
up the progress of construction and also raised the engineering quality and 


economic results. 
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However, numerous problems still] exist in our highway construction departments 
in the course of reforn, some units whose minds are still not eman ipated 
sufficiently are slow in action and still cannot produce a plan as to what and 
how to be reformed. Some other units accustomed to “eating out from the same 
big pot” are not too used to implementing investment contracts and publ ic 
bidding and are suffering from the mental block that they “do not want t 


undertake complicated projects, dare not to undertake tor tear of assuming risks 


and are not willing to undertake projects of a troublesome nature." This is 
particularly true in some old construction units which made contributions in 
highway construction, which, although they spared no effort in construction and 
are reasonably equipped, are afraid to compete with others once their burden 
and workload become heavy. All these problems have to be seriously solved by 
means of consolidation and reform. 


ll]. Accelerating the Pace of Reform and Opening Up A New Situation for 
Highway Construction 


Having spoken about our highway traffic situation and the progress of our 
current reform, next, I would like to present my views on how to quicken the 
pace of reform in highway construction and opening up a new situation for 
highway construction. 


A. The reform must be aimed at emanicpating the forces of production and 
developing production. 


Although the total mileage of highways in our country has reached 915,600 ka, 
Grade 1 highways account for only 255 kgm, Grade 2 highways over 17,000 km, 
Grade 3 highways only 119,000 km and Grade 4 highways and other roads outside 
these categories come to more than 7/70,000 km, or over 8O percent of the total 
mileage. The low standard, poor quality and low traffic capacity of highways 
have long become salient contradictions. Thereitore positive measures must be 
taken to raise the standards and quality of the main highways. While doing a 
good job in highway maintenance, various provinces, municipalities and autono- 
mous regions must concentrate forces and set their minds on carrying out 
technical transformation of one or several main highways each year. This is 
an important measure of changing the backward state of highways and raising 
economic results. To this end, it is necessary to unify thinking, work out 
overall plans, overcome obstacles and step up work to achieve results with 
irresistible and pioneering spirit. 


At present, we must find a way and a method in the course of reform to do our 


work with limited state investment. We must adequately increase road tolls 
and use them in a concentrated way. With regard to this question, the State 


Council issued a document at the Third Plenum and the State Planning Commission, 


the Ministry of Finance, the Ministry of Communications and the People's Bank 


of China had also issued circulars. The road toll cannot be used in a scattered 


way, otherwise it will result in a "broken end" again. Efforts should be made 
to earnestly utilize domestic and foreign loans, fully arouse and give play to 
the enthusiasm of all quarters and the broad masses, organize various quarters 
to raise funds for building roads and bridges, employ every possible means to 


lower construction cost and improve quality by using | yuan to accomplish things 
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that are worth 2 yuan. Fundamentally speaking, it is necessary to do away with 
the old and decayed notions and various rules and regulations that restricted 
the development of the forces of production, see our minds on emancipating the 
forces of production and developing production and strive to open up a new 
Situation for highway construction. 


B. To cope with the needs of reform, efforts must be made to raise the standard 
of designing and the quality of the construction contingents. 


Our highways construction departments have made tremendous contributions in 
highway construction across the country. They have accumulated rich construc- 
tion experience in decades of practical work and have a fairly complete manage- 
ment system and certain technical forces. But we should also note that the 
level of leadership and management of many of our units is still low, the tech- 
nical forces are deficient, the type of work in construction is not formed in 
complete sets and machinery and equipment are poor. In short, the quality of 
the highway construction contingents is fairly poor. All this will greatly 
weaken our competitiveness and affect the improvement of our economic results. 
We must, therefore, seriously carry out enterprise consolidation to make the 
enterprises capable and efficient step by step. To attain this goal, it is 
necessary to do a good job in the following areas: 


l. It is necessary to readjust well the leading bodies of the designing con- 
struction units is a practical manner and--in line with the requirement that 
the leading functionaries become revolutionized, younger, better educated and 
professionally more competent--pick and appoint people on their merit and truly 
promote those people to leading positions who resolutely supported the line, 
principles and policies laid down since the Third Plenum, who are in the prime 
of life, possess common and specialized knowledge, and who are daring in assum- 
ing responsibility, bold in carrying out reform and capable of opening up a new 
situation. At the same time, steps must also be taken to make proper arrange- 
ments for those leading cadres who could not cope with the demands of the new 
situation and were reshuffled. With regard to this question, it is necessary to 
emancipate our minds, take a broad and long-term view, break through the 
shackles of traditional concepts and the force of habit. Failing to do so, 

it will be impossible to change the ; i and backward situation now existing 
in some designing and construction units. This is a very important point. 


2. From now on, no new construction enterprises will be established in prin- 
ciple and existing construction enterprises will also not recruit regular workers 
in principle but to adopt the contract system. With regard to workers and staff 
members we now have, steps should be taken to train them by stages and in groups 
in various ways, such as by setting up training classes, sending them to tele- 
vision university and sponsoring sparetime technical forums, so as to raise 

the cultural and technical level of workers and staff members enabling each and 
every one to familiarize themselves with and master the skills of their posts. 
Some workers and staff members should be specialized in one field and also 

have multiple skills in accordance with the characteristics of highway and 
bridge construction. Only in this way can we cope with the needs of each stage 
as the projects progress and minimize waste due to enforced idleness in work. 

As to those workers and staff members who cannot hold their posts, efforts 
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t lequately lace them; concurrence shoul« t c t c e wit es i 
t 1tryside who ask to be discharged to retu! e. 

° ie practice of “eating out of the same | - t re rlete S ec. 
esignl ind construction must operate independent ( Sume their own pro- 
it i loss from now on. Newly started « it truct rojects must 
energeticall create conditions and earnestly pr te tie ethods ¢ contract 
hrough public bidding and assuming responsibilit r investment. Construction 
init should promote step by step the contract t< ding down wages in 
the output value per 100 yuan and insist on the principle of payment according 
to work, and more work more pay by setting neither ceilings nor ftloors tor in- 
come. Various units should revise and consolidate various sotas and tormulate 
specific measures for implementation according to actual conditions. The prac- 
Lice rewarding those who are diligent and penalizing those who are lazy and 
rewaradil those who are dilic. "t and helping those who a.e la should be upheld 
ind the practice ot egalitarianism should be discouraged. Those who made out- 
standing contributions should be rewarded such measur is promotion, floating 
their wages or issuing one-time bonuses. 
+. we should concern ourselves with the standard of in ! workers and 
staff members, improve their collective welfare, d rod b in building 
support base tor the construction enterprises and assist the workers and staff 
members in solving problems of admitting their sons and daughters into nurser- 
ics ind schools so as to give the broad masses of! workers and statf members 
peace ot mind and enable them to go to work tree o! care. 
C. Great attention should be paid to engineering quality in the course of 
reiorm. 
Quality is the life of enterprises, and results are the objective. Without 
quality, results are but empty talk. We have discussed the "measures governing 
the implementation of technical supervision of projects" and exchanged the ex- 
perience on raising project quality; all this is beneficial to carrying out 
project supervision work and ensuring project quality from now on. 

am of the opinion that to raise project quality, it is necessary, tirst of 
ill, to improve design quality. lt can be said that without modernized de- 
signing, there will be no modernized construction. Theretore, designing work 
must be linked with out national conditions and must absorb modern science and 
technology steadily so as to ensure saiety, applicability, economy and ration- 
ality. It goes without saying that good designing can only be achieved through 
construction. While paying attention to raising labor productivity, construc- 
tion enterprises must also attach importance to construction quality. Strict 


demands must be imposed on each and every department and individual personnel 

f construction units without missing a single detail to absolutely guard 
igainst any work done in a rough and slipshod way. All construction units 
should set up quality self-inspection organs of comparatively high technical 
level and with authority; responsible departments or building units should also 
ct up corre sponding project supervisory organs, equip tul l-time project super- 
isory personnel and dispatch other personnel] to regularly station at the con- 
struction sites to exercise quality supervision ove the construction units. 
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IMPORTANCE OF HIGHWAY BUILDING DISCUSSED 
Rei jiine GONGLU [HIGHWAY] in Chinese No 11], 25 Nov 84 pp 13-14 


\rticle by the Road Engineering Society of the China Highway Society: 
“Attention Should Be Paid to Highway Construction” ] 


[Text] Editor's note: The proposal put forth to the 
Chinese Science and Technology Association by the Road 
Engineering Society of the China Highway Society on the 
juestion of highway funds and the use of asphalt on 
roads has been published on 20 August 1984 in the 15th 
issue (General issue No 135 of KEJI GONGZUOZHE JIANYI 
(PROPOSALS OF S&T WORKERS). This periodical serves the 
CPC Central Committee, the NPC Standing Committce, the 
tate Council and the Central Military Commission and 
is distributed to the central authorities and ministries 
ind commissions concerned of the State Council, the CPC 
ommittees, science and technology commissions and offices 
f various provinces, municipalities and autonomous 
regions and various subordinate organizations of the 
Chinese Science and Technology Association. This article 
is now reprinted as follows: 


hways opened to traffic in our country at present total 915,000 km. 
he density of highway distribution calculated on the basis of the area of the 
ational territory is equivalent to one-sixth of that of India, far from 
‘tisfying the demands of the national economic construction. Furthermore, 
because of limited investment, the highways in our country are of low standards 
ind poor quality. For example, of the 180,000 km oil-roads, only 5 percent is 
regular asphalt road surface, most of the rest was of residual-oil road 
urface of poor quality and low standard serviced by readily available re- 
irces. These road surfaces have in general been in use for over 10 years and 
re still being used in spite of overage and overload. Due to poor road foun- 
tion, most of them sustained damage during bad weather or when the number of 
veavy trucks increased. In Guangdong, because of heavy spring rainfall in 
'983, over 1,300 km of the more than 6,000 km of oil-roads were damaged. The 
transportation toss incurred in 2 months amounted to 12 million yuan. Only 
ifter obtaining a loan of more than 80 million yuan from the bank for repair 
reopening to traffic was the crisis surmounted. Similar situations are 
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quite cCcOmmon in other provinces where iatent crises iT< SCT IOUS. 
rectiiv this state of attairs, we must earnestly solve the tollowin;s 


guestions: 


i« w§Westion Concerning Highway Construction And Maintenance 

Beginning |in}] 1964, the state has listed highway construction under 
trial production departments, with the exception of a few national det! 
lines, no arrangement for investment has been made. The only sourcs 


needed tor the maintenance, renovation and building of new highway: 
the country is the road toll. Due to overburdening over a long peri 


repair is crowding out maintenance and consequently road conditions arc 
worsening with each passing day. Nevertheless beginning [in] 1983, the 
authorities again stipulated that 15 percent be taken out of road tolls 


for cnergy and transport construction, thus further aggravating the press 


the highway departments. This method of killing the e that lays the 
eggs is not a good policy at all. The administrative organs in some | c 
have also looked upon the road toll as a huge financial resource and strive 
to encroach on it, allocate it at will and misappropriate it for other us« 
This ragged situation if allowed to run its course will make it impossibl, 
maintain the highways at its present level, much less improve them. 

that: 

(1) Petitioning the State Council to reiterate the stipulation about 
specific use of the road toll as a special fund, rescind the decision t 


15 percent of the road toll for energy and transport construction funds 


let the banks exercise strict supervision over the use of road tolls. 


drawing of 15 percent is to be maintained, then it is better to allocate 
fund to the Ministry of Communications for direct handling in a unified 


(2) Highway construction by localities should be done in line with the 
ciple that it is run by the local people and subsidized by the state, with the 


localities raising funds and the state providing adequate subsidies and dis 


tributing materials in a unified manner. 


(3) Arterial highways and important economic routes should be listed 


prescribed period by collecting tolls. 
Il. Question Concerning the Supply and Price of Asphalt for Road Use 


Using asphalt for surfacing the roads is a most powerful technical mea 
improve road conditions, raise the transport efticiency of motor vehi: 


reduce transport cost and benefit passenger health. Asphalt (Cincludin; 
residual oil) is an essential material] for highway construction and mainte 


; 


In recent years, the total amount of asphalt and residual oil supp! ie 
way use came to only 500,000 tons annually which is less than half th 


needed at present. If added supply is needed, it would have to be pur 
negotiated price, which is over fourtold higher than the state list pri 
ton. 


prin- 


t he 
state under the capital construction plan or run by absorbing foreign capital 
and overseas Chinese capital; funds for the construction should be repaid 
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completing public construction by 
aintenance cepart@ments are non- 
ferent in nature trom encerprises 


ssible tor them to transtorm the 
ighway transport into tunds tor their 
y irrational tor the highway cepart- 
es. lt asphalt has to be purchased 
i bound to curtail the highway 
ecting the development of production 
Commission and other departments 

e and reasonably solve the question 
the Ministry of Communications can 
the state list price, the actual 
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TRANSPORTATION 


BRIEFS 


HONG KONG, XIAN AIR SERVICE--Xian, 7 Apr (XINHUA)-—-Direct charter air service 
between Xian, capital of Shaanxi Province, and Hong Kong began today. A plam 
with 105 passengers on beard arrived here from Hong Kong this afternoon. 
Beginning from next week, a plane wi.i fly from Xian to Hong Kong and return 
the same day on every Sunday. There will be more flights in busy tourist 
seasons. The service is sponsored jointly by the Shaanxi branch of the China 
Travel Service and the China Travel Service (Hong Kong) Ltd. Xian was the 
capitai of Li Dynasties. The Terracotta Warrior Army of the Qin Dynasty 
(221-207 b.c.) is known as a wonder in the world. [Text] [Beijing XINHUA 

in English 1625 GMT 7 Apr 85] 


AMUR-YAKUTSK RALLROAD--Moscow, 12 Apr (XINHUA)--Workers began laying an 830- 
kilometer-long Amur-Yakutsk railway track yesterday in eastern Siberia. The 
nation plans to spend 10 years finishing the huge railway project, which will 
involve the digging of 110 million cubic meters of earthwork that mostly is 
rocks and permafrost. More than 700 bridges and other constructions are tc 
be required for the project. This is another railway project following the 
Baikal-Amur Railway, which was opened to traffic last year. The new project 
will benefit a more than 3-million-square-kilometer area. The railway will 
provide easier access to Siberia's rich reserves of coal, iron, nonferrous 
metal, natural gas and oil. [Text] [Beijing XINHUA in English 1608 GM 

12 Apr 85] 


NORTH REGION AIR SERVICE--Qinhuangdao, 16 Apr (XINHUA)--Qinhuangdao in North 
China, one of [word indistinct] open coastal cities, has started regular air 
links with the country’s majc: metropolitan areas. The first air service 
opened here starts from Beijing and extends to Shanghai via Qinhuangdao, 
Shijiazhuang and Nanjing. ‘Jinhuangdao was authorized to open wider to foreign 
investment last year, together with 13 other coastal cities. To facilitate 
the new open policy and boost tourism, the Beijing-Qinhuangdao- Shijiazhuang 
and the Shenyang-Qinhuanedao-Beijing routes will open to regular air traffic 
soon, 4 local official said. Eventually planes will cali at Qinhuangdao six 
times a week. The city is expanding its airport [to] accommodate Boeing 737s. 
i\Text] [Beijing XINHUA in English 1918 GMT 16 Apr 85] 
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CONGRATULATES GUOJI SHANGBAO INAUGURATION 


+ Beijing GUOJI SHANGBAO in Chinese 1 Apr 85 p 1 


cle by Zheng Tuobin [6774 2148 1755]: "My Wishes--In Lieu of an 
luction to GUOJI SHANGBAO"] 


GUOJ1 SHANGBAO has formally started publication in April when spring 


‘-iving. Here I extend my hearty congratulations to this newspaper and 
hat it will be full of vigor like spring. 


purpose of the publication of GUOJI SHANGBAO is to enable China to learn 


yout the world and also to enable the world to better understand China. 
in important job in our efforts of opening up to the outside world. 


development should rely mainly on a country's own efforts. In the 


ingly necessary for a country to learn from the experiences and 


ements of other countries and to increasc its international inter- 


[International economic and technological cooperation and exchange 
an indispensable role in the economic development of all coun- 


en-door policy is a long-term national policy that China will pursue. 
been only 6 years since we began to adopt this policy. So far we 


1ot had a good understanding of things in the world, nor have people 


‘ 


her countries fully understood us. There may be many ways to increase 


understanding, but one important channel is the running of a news- 


SHANGBAO should promptly, accurately, and entirely convey our govern- 
oncrete policies, measures, stipulations, and systems for opening up 
outside world and for developing foreign trade and foreign economic 
ns so that the relevant institutions and enterprises at home and the 
untries and enterprises which want to develop economic and trade 
with us may have a better understanding of these things. At the 
ime, GUOJI SHANGBAO should also promptly report relevant international 
and trade information and relevant developments in our country, 
verall economic situation to information about some specific com- 


ai a 


so as to provide useful reference aids to the decisionmaking 
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departments, business enterprises, and production units in the field of 
foreign economic relations and trade. 


The work ot foreign economic relations and trade in our country includes 
foreign trade, the use of foreign funds, the introduction of advanced 
foreign technology, foreign assistance, the undertaking of foreign constru 
tion projects and labor services contracts, and multilateral economic and 
technological cooperation. Developments in all these fields will be 
reported by GUOJI SHANGBAO. The newspaper will report in detail all foreign 
experiences that are suited to our socialist construction and all advanced 
practices at home which can promote our foreign economic relations and trade 
and can help earn more foreign exchange. In short, this newspaper will 
provide information services in an earnest and down-to-earth manner. lif 
GUOJ1 SHANGBAO will indeed play a media role in promoting our country's 
toreign economic relations and toreign trade and in promoting our economic 
development, then the newspaper will be successful. Now GUOJI SHANGBAO has 
just been born. I believe that it will certainly receive the enthusiastic 
support and help from all parties concerned in the course of its growth. 


g 
E 
P 


At present, the economy in our country is vigorously developing and the 
economic situation is unprecedentedly good. Our foreign economic work and 
foreign trade have also achieved satisfactory results. We should continue 
to work conscientiously and settle properly various problems in work. We 
should dare to make innovations and dare to carry out reform so as to create 
a new situation in our work. Let us advance with more rapid strides toward 
our grand goal! 


cso: 4006/571 
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TAIWAN 


ECONOMISTS’ CONCERN OVER TRADE WITH PRC 
HK1 30637 Hong Kong AFP in English 0501 GMT 13 Apr 85 
[Report by Hsin-hsin Yang] 


[Text] Taipei, 13 Apr (AFP)--Economists here are becoming concerned about 
their country's growing indirect trade with its communist rivals in China, 
saying the mainland market is as risky for Taiwan as it is lucrative. 


Liu Tai-ying, head of the Taiwan Institute of Economy research, yesterday 
urged voluntary curb on exports to China to keep a tighter rein on trade 
which is expected to top $US1 billion this year. 


Mr Liu said there ws no way to control the indirect exchanges. But the 
authorities should ask private manufacturers here to sell no more than 30 per- 
cent of their products to China to prevent the mainland from becoming Taiwan's 
primary market, he said. 


Taiwan, where the Nationalist Chinese took refuge in 1949 after the Communist 
victory in China, bars any form of direct contact between its people and their 
compatriots on the mainland. 


But trade through third parties, especially companies in Japan, Hong Kong and 
Singapore, has been booming in the past year. A research report said that 
such indirect exchanges rose 125 percent to $US560 million in 1984, 


Exports from Taiwan, mainly fabrics, electrical appliances and motorcycles, 
jumped 70 percent to $430 million, the report said. Imports from China were up 
40 percent to $US130 million, with seafoods, wool, mineral products and herbs 
on the list. 


[he report forecast $1 billion in indirect trade this year. But Mr Liu estimated 


that exchanges through third parties reached that figure last year, accounting 
for 3 percent of the island's exports. 


Nationalist officials have expressed the fear that such dependence on the main- 
land rendered Taiwan vulnerable to financial crisis and instability should the 


Chinese Communists ever back out of their large orders. 


Chao Kang, director of the First Institute of the Chung Hua Institution for 


Economic Research, said the growing Taiwan-China trade was "a natural phenomenon," 
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"The change in trade structure in China has allowed their different government 
levels to keep hard cash to import necessary goods," he said. "They prefer 
Taiwan-made products because of comparative lower prices due to closer geo- 
graphical locations." 


Mr Chao agreed there was Little chance of restricting Taiwan's exports to China 
Since the destination of transshipped items is not marked. But he added, 
"Authorities should warn private manufacturers that the Chinese market, although 
profitable, is risky." 


Mr Liu suggested the authorities collect trade information on China and encourage 
local exporters to diversify their overseas outlets and ease Taiwan's heavy 
reliance on the mainland. 

It was recent sharp exchanges in Taiwan's exports to Japan, Hong Kong and 
Singapore that alerted officials and economists here to their country's burgeon- 
ing trade with China. 


Official statistics showed that in the first 2 months of this year, Hong Kong, 
Taiwan's fourth-largest market, bought $US386 million worth of Taiwan-made products, 
a 46.9-percent increase over January-February 1983. 


Taiwan's exports to Singapore, its fifth-largest buyer, grew 32.5 percent to 
$US157 million in the same period. Japan, Taiwan's top supplier and number two 
buyer, purchased $US506.1 million worth of products from the island in the first 
2 months of 1985, an increase of 11.7 percent. 


Officials believe that a considerable amount of the merchandise went to China and 
have been discussing what to do to check the booming business. 


Meanwhile, major trade associations have called for government action to deal with 
what they say is the serious threat posed by Chinese products in Taiwan's overseas 
markets. 


At a meeting 2 weeks ago, representatives of 23 trade associations urged officials 
to collect export information about China and help export-oriented industries 
here compete with cheaper Chinese products. 


A trade report indicated that China had moved in on Taiwan's overseas markets for 
traditional Chinese handicrafts and certain farm products. It said that China 
posed a threat in the United States, Taiwan's largest market, in sales of auto 
repair tools, furniture, toys and sweaters. China is also catching up in sewing 
machines and speed bicycles, the document said, 

i] 


Mr Chao said "it's unavoidable that China is catching up in lLabcer-intensive 


industries." 


"There is no need for alarm, but Taiwan should speed up its process to transform 
; F : . P . . " . 
from labor-intensive to technology-intensive industries, he said. 


CSO: 4+O2Z0, LS, 
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TAIWAN 


TAIWAN, SOUTH AFRICA HOLD ECONOMIC TALKS 
OW221555 Taipei CNA in English 0934 GMT 22 Apr 85 


[Text] Cape Town, April 21 (CNA)--After two days of discussions, agreement 
has been reached on about 40 new proposals at the seventh session of the 
ministerial conference on economic and technical cooperation between the 
Rep. ‘ic of China $&0C] and South Africa. 


[fhe more than 60 delegates held group discussions in six fields: trade, 
communications, agriculture and fisheries, mining and energy, science and 
technol’, y, and medical service and health. They reviewed the progress of 
ongoing ~ooperation programs, making necessary adjustment, and laid the 
groundworkefor more joint projects. 


On trade, the two delegations decidea to adopt the A.T.A. carnet system which 
wilr allow temporary duty-free imports between the two countries. 


They will also draw up a reciprocal agreement on the protection of industrial 
property rights, such as patents and trade marks. 


It was also agreed that the private sectors of both countries should hold 
annual meetings to enhance communication. Such meetings should be organized 
by the ROC-RSA Economic Council and the RSA-ROC Chamber of Economic Relations. 
Both governments promised to assist in bringing together potential joint 
venture parcners. 


[he Chinese delegation requested a reduction of customs tariffs on certain 
products ROC exports. South Africa indicated it will consider the request. 
In agriculture and fisheries, the ROC agreed to send experts to South Africa 
to help with the production of vegetables in established rice fields during 
the winter. Chinese aquaculturists will also be sent to assist in the 
training-of black farmers for an intensive fish culture project. 


[he two sides also agreed that the Industry and Technology Research Institute 
in Taipei and its South African counterpart, Mintek, should cooperate by 
pooling their expertise in the development of mineral resources. 








In addition, a number of areas in science and technology have been identified 
for joint research and cooperation programs. 


The conference, at the Cape Sun Hotel in Cape Town, is being presided over by 
Chinese Economics Minister T.H. Lee and the South Africa minister of industry 
and commerce, Dr. Dawie de Villiers. The closing session will take place 
Monday, when the two ministers will sign an agreement on cooperation in mining 


and energy. 
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TOP ECONOMIST SAYS U.S. TRADE BILL TO HAVE IMPACT 
OW160257 Taipei CNA in English 0232 GMT 16 Apr 85 


[Text] Taipei, April 15 (CNA)--A ranking economics official pointed out 
Monday the Fair Trade Bill, also called added Tax Bill, now under deliberation 
in the U.S. Congress will have a great impact on this nation, calling on the 
concerned authorities here to figure out countermeasures as soon as possible. 


Li Chang-yi, director of the Industrial and Development Center under the 
Economics Ministry, said the proposition of the bill indicates that the U.S. 
congressmen have taken greater and greater interest in collecting added tax on 
imported goods. 


According to Li, the chief reason for the proposed bill is America's huge 
trade deficit of U.S. Dollar 122.3 billion in 1984, a record high. 


If passed, the bill will enforce a 20 percent added tax in addition to the 
original tax on all imported goods. Only goods from countries that have 
signed free trade zones agreements, under which U.S. exports will not be 
discriminated against, will be excluded from such an added tax. 


Currently only Canada and Israel have signed such agreements with the U.S. Li 
said the Board of Foreign Trade is studying if it would be in the interest of 
this nation to do th: same. 


CSO: 4020/197 
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CHINA POST ON REDUCING TRADE IMBALANCE 
OW100634 Taipei CHINA POST in English 7 Apc 85 p 2 
[Editorial: "Reduce Trade Imbalance"™] 


[Text] It is obvious that the Republic of China's ever-increasing trade surplus 
with the United States will affect both economic and trade relations between 

the two nations. Recognizing the problem, President Chiang Ching-kuo has ordered 
government officials to give special attention to the problem. The president 
also pointed out that more emphasis must be placed on eradication of counter- 
tfeiting. 





The seriousness of the trade imbalance has continued in spite of the nation's 
numerous large-scale purchasing missions to the United States. The 10th 
mission is scheduled to leave for America this month. 


President Chiang believes the counterfeiting situation has improved, but 
idditional effort is needed. He emphasized: "We should realize that counter- 
feiting can bring nothing but shame to the nation.” The President has urged 

the government to make concerted efforts to promote private investment and improve 
State-owned enterprises. 


A spokesman for the American Institute in Taiwan says the United States is pleased 
with President Chiang's move to buy more from the United States, and the program 
to eliminate counterfeiting. The Republic of China is doing more to reduce 
America's trade imbalance than any other nation. We do not seek to take 

idvantage of the American dollar in increasing imports from America. 


[t should be noted that our two-way trade with the United States accounts for 

38 percent of Taiwan's total commerce. The United States would Like to expand 
its sales to Taiwan. Taiwan needs to diversify its export markets and the 
Ministry of Economics has instructed the Board of Foreign Trade to expand export 
promotional programs to Europe and to Latin American countries. 


America's huge trade imbalance now is the highest in history. It not only 


directly affects America's trade problems, but there are repercussions in 


Europe as well. 


18] 








The seriousness of America's trade imbalance is shown by the figures. In 19/0 
Taiwan's trade surplus was $USl billion. By 1983, the surplus had increased t 
SUS6.7 billion. Last year the total rose to $USL1 billion. 


Equally important to the Republic of China is the drive to stamp out counter- 
feiting. American newspapers have given wide publicity to Taiwan counterteiting. 
A notable example are the counterfeit Cabbage Patch dolls. [t is conditions 
like this which to great harm to the American image of the Republic of China. 


CSO: 4020/187 
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BANK GOVERNOR OPTIMISTIC ON ECONOMIC GROWTH 
OW131057 Taipei CNA in English 1012 GMT 13 Apr 85 


\Text] Taipei, 13 Apr (CNA)--Despite the soaring world protectionism which is 
expected to effect the nation's export trade, the economic growth of the Republic 
of China wiil continue in stability this year, said the governor of the Central 
Bank of China Saturday. 


Governor Chang Chi-cheng said that economic growth is foreseeable in Light of 
the 14 major construction projects that the government is currently undertaking, 
is well as abundant supplies of raw materials and stable commodity prices. 


Reporting at the Legislative Yuan on monetary policy and foreign exchange 
management, Governor Chang said that savings in various banking institutions had 
soared to a total of NT dollars 2,180.6 billion by the end of February, demon- 
strating an increase of 11.1 percent over the amount recorded last June. 


In the meantime, Governor Chang pointed out, the growth rate of bank credit 
issuance, including loans, slowed to an average of 12.9 percent during the 
July 1984-February 1985 period. 


Governor Chang said that to invigorate the nation's economic growth, his bank 
will adopt a more relaxed but well managed money supply policy in the future 
featuring Lower interest rates for factories, more national bonds. Better use 


»1f postal savings and improved foreign exchange market operations. 


Answering two legislators’ interpellations demanding relaxed foreign exchange 
mtrol, the governor said his bank is currently working with the Ministry of 
Finance on the revision of foreign exchange regulations. In the revised 
regulations, he said, foreign investors will be allowed to remit abroad freely 
their investment capital after they have accumulated a certain amount of profit. 


The revamped regulations also will provide looser rules for local citizens 
» are interested in investing overseas, Governor Chang said. 


wih 
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POLYESTER EXPORTS TO CHINA CAUSE SHORTAGE 
OW220925 Taipei CHINA POST in English 19 Apr 85 p 1! 


[Text ] Local polyester filament and textured yarn producers are exporting 
large quantities of their products to fill orders placed by mainland China 
through traders in Hong Kong, leaving weaving factories here with a seriou: 
shortage of materials. 


Mainland China has been placing large orders for polyester materials and cloth 
since the second haif of last year, pushing Taiwan's polyester material export 
prices up by nearly 40 percent. 


The increase in mainland China orders accelerated over the past month, and 
production by major supplies here is booked up to the end of this year. 


Makers Happy, Buyers Mad 


Polyester manufacturers are naturally pleased about the sudden briskness of 
their trade while down-stream weaving factories are complaining to the govern 
ment about their suppliers’ switch to “outsiders.” 


Many weaving factories unable to obtain sufficient materials have shut down 
their machines. 


Supply Local First 


The Industrial Development Bureau advised polyester manufacturers to supp! 
local demand first. It said, however, it is impossible to suspend exports of 
polyester materials and cloth. 


Polyester manufacturers said there is no reason for them to abandon the cor 
paratively lucrative exports. In addition, they claimed they did not stoy 
supplies to their long-time customers here. 


The Taiwan Association of Synthetic Stretch Yarn Industry said the fight for 
materials is fueled by the recent sharp increase in the number of weaving; 
factors. As demand for polyester cloth by mainland China is no less than that 
for other polyester producis, many people recently started producing cloth, 
hoping to share the new market, the association pointed out. 
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Manufacturers said polyester clothes which were popular in Taiwan 20 years ag 
are noww in great demand on the mainland. Hong Kong traders said they saw 
advertisements reading “New product, Taiwan-made polyester cloth” in mainland 
markets. 
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of the international financial market. Consequently, they have formed close 
. » . . ' - ’ ° ’ 
relationships with their prospective counterparts at every level of China's 


Along with their daily-increasing economic activities with foreign countries, 
those regions and sectors that China has opened to the outside world have an 
increasingly great and increasingly urgent need for all kinds of complex 
economic intormation, especially the latest news concerning international 
financial markets. Most ot the financial organizations with representatives‘ 
offices in China participate in the market activities of the major world 
financial centers, and they are very sensitive to and react sharply to the 
international economic and financial pulse. Moreover, all of these organi za- 
tions have global intormation delivery systems as well as a variety of 
analytical and torecasting tools. Therefore, China's financial organs, 
specialized corporations, and other economic entities can obtain extremely 
valuable assistance trom their foreign counterparts in focusing on and then 
caretully surveying, collecting, and analyzing a myriad of specialized economic 
data. 

Opening up to the outside world will be a long process. Chinese financial! 
organs and corporations need to understand and become familiar with foreign 
financial organs, but the lacter must also thoroughlv understand the realities 
of China's financial and economic situation. Providing substantial, wholesale 
loans tor Chinese uevelopment projects has gradually become a very popular 
form of business within the international banking community. But if they wish 
to properly and smoothly carry out these wholesale loan practices, the in- 
terna’ ional bankers must maintain frequent contact with Chinese financial 
organs and economic development departments; they should be aware of the 
economic viability and repayment potential of Chinese projects that draw upon 
foreign capital. For their part, the Chinese must carefully compare the dif- 
ferent loan programs and terms of credit offered by different foreign banks 

so as to be able to select the best ones. Although the foreign banks’ trade 
representatives’ offices cannot open up credit bussinesses directly on their 
own, they nonetheless may press contacts and business related to it ang 


provide favorable conditions. 


Foreign financial organizations that have set up trade representatives’ offices 
in China all posses 4 long-standing and extensive relations with foreign enter- 
prises in their native countries or regions that extend to all businesses. 
Moveover, the scale of their influence is broad and their information feedback 
rapid. China's several hundred thousand enterprises are now facing difficult 
tasks involving varying degrees of technical renovation and transformation 

of facilities. Foreign financial organizations can to a certain extent play 
the role of intermediary in importing advanced but suitable technology and 
equipment. In recent years, various provinces, cities, and prefectures have 
held conference series on internationa’ economic and technical cooperation and 
have publicized a large number of projects requiring imported technology and 
equipment. Representatives from many foreign banks have taken an active part 
in these nferences, devoting their utmost attention to assisting respective 


industr,.11 and commercial foreign enterprises to open up new potential markets, 
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look for potential joint ventures and other forms of cooperation, and stimu- 
late the export of goods and technology. 


LI] 


Besides the Bank of China, a national bank that specializes in foreign exchange, 
China has other organizations that participate directly in international fi- 
nancial activities so as to enable China to open up to the outside world. 
These include the China liternational Trust and Investment Corp [CITIC], 
international trust and investment corporations in Guangdong, Fujian, 
Shanghai, Tianjin, Zhejiang, and other provinces and cities, and the China 
Investment Bank and China National Offshort Oil Corp and Leasing Corp. 


The trust and investment corporations, for example, may carry out foreign ex- 
change trusts and investments, foreign currency accounts and loans for off- 
short branches of foreign banks in China, international leasing, may issue 
(directly and by proxy) foreign currency negotiable securities and foreign 
currency loans to their investment enterprises, may guarantee foreign loans, 
contracts, balloting, and agreements, and may provide impetus to examination 
and consulting services concerning letters of referral for related foreign 
tirade and intercourse. 


One special feature of the trust and investment corporations’ international 
financial affairs is the acquisition of an offshore money market line from 
foreign banks in international financial centers. This is a type of short- 
term circulating fund offered by financial--especial!y banking--institutions, 
typically ranging from several million to several tens of millions of 
dollars, and which can be drawn upon immediately or over a period from a few 
days or weeks up to several months or one year. This type of convenient 
credit can offer a variety of waystoconvert currency, the interest rate is 
the money markee line interest rate (or the respective interest rates of 
London, Singapore, or Hong Kong), there are fixed interest rates, terms 
{duration] are flexible, maturity dates can be renewed, and procedures are 
simple and convenient. 


There have also occurred many examples of financial units in China that are 
not foreign exchange banks but that raise moeny and provide financial guaran- 
tees for joint ventureenterprises. for example, it was CITIC that guaranteed 
the international bank group's transaction in April of 1984 of an 8-year, $30 
million syndicated loan from the advance group's banking team of the U.S. 
National Sccurities Bank for Zhuhai city's brewery project. 


In recent years various localities in China have set up specialized companies 
to conduct such specialized international financial affairs as international 
leasing. The China Leasing Corp, Ltd, for example, which is jointly run by 
the State Materials Bureau and Investment Corp, the National Industrial and 
Commercial Bank, and other departments, has branches in various places, in- 
cluding the China-Japan jointly-owned China-Tohe Leasing Corp and a numter of 
local leasing companies such as the Qingdao Leasing Corp, the Guangdong 
Leasing Corp, and so on. 
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Bank leasing is an important form of international leasing. It is also the 
major way in which Chinese leasing companies in all fields conduct business. 
Generally, the domestic Chinese leaseholder first selects the equipment he 
needs and decides on the technical specifications. Next he uses the leasing 
company either to make use of foreigncapital, or he applies to a foreign bank 
for a medium-term fixed-interest loan from several tens of thousands to several 
hundreds of thousands to several tens of millions of dollars, for the purpose 
of purchasing and importing foreign equipment. Moreover, according to the 

time period clearly stated in the lease, the rent is turned over for use by 
domestic consumers. 


The simple and convenient procedures, quick results, and excellent economic 
benefits of international leasing have gradually become known among various 
segments of the domestic industrial and commerical sectors. 


If] 


Due to the new requirements resulting from economic practice, China's methods 
for raising foreign capital on the international financial market have become 
increasingly diversified, as a series of new attempts has been made. 


1. In the course of developing petroleum, coal, nuclear power, and other energy 
sources, China must hereafter raise several billions and tens of billions of 
dollars in long-term capital on international commerical markets. The major 
tasks of China's financial institutions are to enter these markets gradually 
and in an active, steady, and skillful manner; to allow leaders and investors 
in the capital market to become thoroughly acquainted with conditions in China; 
establish mutual understanling and confidence; and cultivate safe, reliable 
credit relationships. 


Currently, the Bank of China is acting as the manager for arranging for and 
organizing credit to banks from the international long-term funds market. It 
is gathering funds for the Guangdong Nuclear Power Plant and other key energy 
projects. This important form of utilizing international commerical funds 
still takes precedence in China's economic construction and will doubtless be 
of profound material and inspirational significance to economic development 
hereafter. 


2. %In the past two years, CITIC and Fujian Investment Enterprise Corp have 
issued corporate bonds in Japan worth 10 billion and 5 billion yen, respec- 
tively. This was their initial entry into the bond market. In October of 
this year, the Bank of China, working through the Nevwra Securities Corp in 
Japan, issued for the first time a 20 billion yen public bond. It is 
expected that Chinese financial organizations will hereafter more toward the 
European bond market. This type of experience in incremental accumulations 
should constantly be explored. Steadily advancing financial changes have won 
universal approval in international financial circles. 


3. In concert with the opening of 14 coastal cities to foreign business, 13 
medium-capital banks in the Hong Kong region that take the Bank of China as 
their leader have each established financial and economic cooperative 
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relations with each of the coastal cities. This beneficial effort plays a 
leading and exemplary role in strengthening and improving the economic inter- 
change between the coastal cities and the Hong Kong-Macao region and in 
hastening the absorption of foreign capital and advanced technology. 


4. There are now in Hong Kong many savings deposit-receiving companies jointly 
operated by Chinese organizations and foreign banks. The Zhong-7Zhi-Xingye 
{China-Chicago-Industrial] Finance Corp, jointly founded by the Bank of China, 
the First National Bank of Chicago, the Industrial Bank of Japan, and the China 
Resources Ilolding Co Ltd of Hong Kong, has enjoyed good business for several 
years, recording notable achievements such as offshore oil development, larvge- 
scale hotel projects, and more. In September of 1984, CITIC purchased 50 per- 
cent of the stock of the Roy East Finance Corp wholly owned and controlled by 
Dominion Bank of Canada, changing its name to Zhen-Hua [2182 5478] Interna- 
tional Finance Corp. In addition, several coastal provinces and cities are 
making plans to establish or jointly operate deposit-receiving companies in 
Hong Kong. 


5. Domestically, there have appeared many cases of developing or expanding 
economic projects through the traditional means of raising RMB capital by 
issuing stocks. How to effectively probe and study ways to bring into play 
the special function of the stock market, to appropriately and reasonable 
encourage and safeguard competition, in order to advance enterprise attention 
to economic results and strengthen their sense of responsibility and intia- 
tive---these are now matters of considerable intrest to people. With the 
appearance of this new channel that issues stocks to atttract and import 
foreign capital, the major coastal cities, the special economic zones, and 
Hong Kong--the world's third largest financial center--will assume an even 
greater economic role. People have particularly positive views concerning 
this steadily developing trend. 


6. Owing to the opening and development of the special economic zones, the 
volume of imports and exports of SEZ goods and services has grown rapidly, 

as have the foreign exchange deposits, credit and various remittances from 
Chinese-foreign joint ventures, foreign wholly-owned enterprises, and Chinese 
enterprises. Thus it may be said the contacts between the SEZs and the 
international banking industry have become frequent and intimate. 


It is under these circumstances that quite a few major international banks are 
now discussing the necessity and feasibility of establishing branches in 
Shenzhen [SEZ] and elsewhere. Some of them have already formally filed appli- 
cations with the relevant Chinese departments for this purpose. 


Most leading figures in the banking world are confident regarding the possi- 
bilitiy of gaining permission to open branch banks in the SEZs in the near 
future. What really concerns most of them now is, what types of banking 
business w.11l the foreign banks be permitted to conduct, how will the bus- 
iness world be divided up, and what will the legal status of the banch banks 
be. In this regard, theoretical discussions and practical measures will all 
have far-reaching effects upon encouraging foreign capital and trade to enter 
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the SEZs, on expanding economic exchange between the SEZs and the inter- 
national market, and even on strengthening China's standing in international] 
financial circles. 






The policies of economic reformand opening up to the outside world provide the 
broad backdrop for the daily improvement and enlivening of China's inter- 
national financial activities. And the pivitol economic role played by the 
banking industry through innovation and reform in both form and content wil] 
in turn contribute substantially tothe success of economic reform and opening 
up to the outside world. 









One may predict that inthe constantly changing tide of economic reform, 
China's banking system and financial policies will undergo corresponding 

progressive change, enabling China's international financial mission to take 
on even more heartening new prospects. 


























Appendix: Foreign Banks and Securities Corporations Operating Representa- 
tives Offices in China 


Japan: Industrial Bank of Japan 
Bank of Tokyo 
Fuji Bank 
Sanwa Bank 
Long-Term Credit Bank of Japan 
Mitsui Bank 
Taiyo Kobe Bank 
Sumitomo Bank 
Tokai Bank 
Dai Ichi Kangyo Bank 
Daiwa Bank 
Mitsubishi Bank 
Hokkaido Takushoku Bank 
Kyowa Bank 
Saitama Bank 
Toyo Trust and Banking Co 
Mitsubishi Trust and Banking Corp 
Yasuda Trust and Banking Corp 
Sumitomo Trust and Banking Corp 
Daiwa Securities Corp 
Yamaichi Securities Corp 
Nomura Securities Corp 


Australia: National Bank of Australia 
Western Pacific Bank 


Singapore: United China Bank 
Pakistan: National Bank of Pakistan 


National Bank of the Philippines 





Philippines: 








Hong Kong: 


France: 


W. Germany: 


Italy: 


Norway: 


Sweden: 


Gr. Britian: 


Belgium: 


Brazil: 


Canada: 


United States: 
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Hong Kong and Shanghai Banking Corp 
Chartered Bank 


Societe Generale 
Paris-Netherlands Bank 
Credit Lyonnais 
National Bank of Paris 
Oriental Exchange Bank 


Bank of Germany 
Bank of Dresden 
Commercial Bank of West Germany 


Commercial Bank of Italy 
Bank of Rome 
National Labor Bank of Italy 


Credit Bank of Norway 
Commercial Bank of Sweden 


Midland Bank 
Barclay Bank 
International Commercial Credit Bank 


Universal Bank of Belgium 
Bank of Brazil 


Canadian Imperial Bank of Commerce 
Dominion Bank of Canada 

Bank of Montreal 

Bank of Nova Scotia 


first National Bank of Chicago 
Bank America 

Chase-Manhattan Bank 

Chemical Bank 

First Interstate Bank 
Citibank, N.A. 
Manufacturers-Hanover Bank 
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HONG KONG MEDIA ON CHINA 


TIGHTENING OF FOREIGN EXCHANGE GRANTS REPORTED 
Hong Kong MING PAO in Chinese & Apr 85 p 18 


{Article by Zeng Zhiying (2582 1807 5391]: "China's Foreign Exchange Reserves 
Fall; In the Final Quarter of Last Year They Declined by More Than $2 Billion; 
Central Authorities Reduce Grants of Foreign Exchange") 


[Text] In banking news, the central government of China has made a large 
cutback on the issuance of foreign currency to domestic enterprises and units 
due to a recent decline in foreign exchange-reserves, and it is expected that 
bank and domestic lending activities will slow in the near future. 


A senior bank official in charge of China affairs told this newspaper that, 
due to the recent decline in foreign exchange reserves, the Bank of China, 
which manages the country's foreign currency, has already cut back on the 
issuance of exchange, which policy also includes a reduction in the authority 
of the branches of the bank to grant foreign exchange. 


He also stated that, to prevent further erosion of foreign-exchange reserves, 
China's central government has ordered strict investigations of the purposes 
and uses of the foreign exchange for which enterprises and units apply. 
Applications for foreign currency that is to be used in plans that are deemed 
feasible and useful will still be approved. Yet it is clear that the 
investigation precess will be much stricter than in the past, and many planned 
projects may not be able to survive this test and thus may fizzle out. 


It is reported that, although some pians have already been approved, the 
central government has ordered that all foreign-exchange ‘rants made before 
mid April be temporarily frozen so that the plans in question can be 
reinvestigated. 


In discussing the reasons for the central government's move, the official 
stated that the new policies are related to a series of recent incidents that 
have contributed to the fall in reserves, including the dismissal of Jin Deqin 
[6855 1795 3830], the president of the Bank of China, for recklessly issuing 
funds, and Hainan Island's importation of a large number of automobiles for 
domestic resale. 
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People working in the field of China affairs report that, at the end of 1984, 
China's foreign-exchange reserves totaled $14.42 billion, which represents a 
decline of $2.254 billion from the level of $16.674 billion announced in 
September of last year. Record imports were the primary cause of this 
decline. 


The official expressed the belief that at this juncture China urgently needs 
to increase her foreign-currency reserves; that, instead, those reserves have 
fallen; and that this development has made the Chinese government very worried 
and forced it to cut back on the amount of foreign currency enterprises and 
units employ. These actions will affect banks' domestic lending operations, 
and it is believed that in the short term those activities will gradually 
Slacken. However, it is expected that the situation will improve once the 
exchange-reserve problem is corrected. 
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HONG KONG MEDIA ON CHINA 


WANG XUANHUI DISCUSSES TAX LAWS RELATING TO FOREIGNERS 
Kong Kong WEN WEI PO in Chinese 30 Mar 85 p 9 


(Article: "Director of the International Tax Agreement Office of the Chinese 
Ministry of Finance States That China Has Formulated a System of fax Laws 
Relating to Foreigners, That Favorable Terms for Investment Will Continue To 
Increase and That China Is Striving To Regularize Her Tax Laws and To 
Gradually Make Them More Specific"] 


[Text] Yesterday, Wang Xuanhui [3769 6693 05605], director of the 
International Tax Agreement Office of the General Taxation Bureau of the 
Chinese Ministry of Finance, indicated to reporters of this newspaper that 
China has completed legislative work for the system of taxes relating to 
foreigners and that Chinese authorities must now strive to regularize the new 
tax laws. In addition, Director Wang said he believed thet investors would be 
given more and more favorable terms and that the new tax laws will graduzlly 
be made more specific. 


Mr Wang stated that China's tax system can now be said to be "legalized." Yet 
some laws (such as for the Unified Industrial and Commercial Tax), he said, 
were formulated during the 195Us, some of their provisions are not suited to 
current circumstances, and thus these laws may be revised or supplemented in 
the future. 


Mr Wang also said that, compared to many other countries, China's foreign tax 
system is quite liberal, rates are relatively low and these facts promote 
foreign investment in China, which accelerates China's modern development. 


Mr Wang made the above remarks in an interview with these reporters yecterday 
following the Chinese Patent Conference, which he attended and which was 
jointly sponsored by the Hong Kong Equipment Leasing Association and the 
International Study Society. 


In his remarks concerning the leasing industry, Mr Wang indicated that 
relevant authorities would not formulate separate tax laws for this industry. 
Tax law on leasing, he said, is similar in nature to that relating to 
interest, and thus the Regulations Governing Tax Reductions or Exemptions for 
Interest contain provisions relating to the leasing industry. 
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He said that the state is placing great emphasis on leasing as a form of 
finance and capitalization and is rendering support to the industry through 
taxation policy. For example, foreign companies operating leasing enterprises 
in China (whether wholly or jointly owned) pay industrial and commercial taxes 
and enterprise income taxes. The rate of the former levy is five percent, and 
the tax is computed by deducting the costs of leased equipment and interest 
payments, is assessed only on administrative expenses (the smallest of these 
three expenditures, amounting to approximately one to two percent of total 
expenses), and thus in fact amounts to a tax on interest differential. The 
enterprise income tax has already been clarified and established as part of 
the tax system. Joint enterprises pay a rate of 33 percent (which includes a 
10 percent local income tax), wholly owned enterprises pay a progressive rate 
(20 to 4U percent) and a local income tax of 10 percent, and enterprises in 
special economic zones, whether jointly or wholly owned, pay a rate of 15 
percent and receive a 1-year exemption and a 2-year 50-percent reduction in 
tax payment. 


126431 
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HONG KONG ECONOMIC TRENDS 


IMMIGRANTS BECOME FORCE IN HONG KONG JOB MARKET 
HK110717 Hong Kong HONG KONG STANDARD in English 11 Apr 85 pp 1, 2 
[Article by Peter Loke] 


[Text] The number of legal immigrants trom China to Hong Kong over the last 
15 years is close to the 550,000 mark--or about 10 percent cf Hong Kong's 
population. 


There are indications that the flow has leveled off over the past 2 years, with 
a total of 27,000 immigrant arrivals being recorded in each of the two years. 
However, the number is stili considered to be high particularly in relation 

to the unofficially "acceptable" number of 50 per day. 


The daily average stands at between 75 and 80 immigrants who cross the border 
into the territory. The sociai impact on Hong Kong is considerable. 


On the one hand Chinese immigrants have become the backbone of a cheap work- 
force for labour-intensive industries. They are most evident in the service 
industry such as in restaurants. 


Large numbers are also employed in the construction industry in the private 
sector and in the cleansing services in the municipal sector. 


Trade unionists have become resigned to the keen competition posed by these 
people to Hong Kong workers and this has had the effect of keeping wages down. 
But the authorities are most concerned with the unemployed. It is becoming 
evident that these immigrants have taken to illegal hawking in built-up 
residential areas. 


To a much lesser extent there are those (still in the minority) who are not 
able to adjust to the local environment and who have turned to crime as the 
only way to "get rich quick." 


However, it is an undisputable fact that the immigrants, in such Large numbers, 
place considerable pressure on the public purse in the provision of housing, 
education and medical services. 
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The continuing flow of legal immigrants into Hong Kong, especially seen in the 
light of 1997, is also identified as an area of political concern to local 
administrators. 


Officials are reluctant to believe that it is China that wants to populate 
Hong Kong with its own people in readiness for the future. 


However, it is understood that constant surveillance on the arrivals has thrown 
up some striking characteristics. Putting aside the exodus of the fifties and 
sixties, the arrivals over the past two years are very different from those of 
the early seventies and again during the years from 1978 to 1982. 


An official check on the flow of immigrants into Hong Kong during 1973 and 1974 
identified large numbers as being overseas Chinese who returned tc China during 
the fifties and sixties to escape persecution in a number of Southeast Asian 
countries. It was generally understood at that time that many of these overseas 
Chinese had even been forewarned to try and migrate to Hong Kong because of the 
impending political changes inside China. 


The second wave of legal immigrants, which began during 1978 and continued until 
two years ago, was attracted by the opportunities and the high standard of 
living in the territory. 


More than 300,000 arrived during these five years, some for political reasons. 
Most had little education and even less skills to be assimilated into the 
industrial-based economy here. 





The last two years have see. a sharp contrast in these statistics. Random 
surveys, both at regular official reviews and those carried out by community 
groups, indicate a high percentage of educated, trained and skilled immigrants. 


Most were easily absorbed into industry and commerce and even professional sectors 
such as nursing and teaching--from schools to universities. For whatever reasons 
the immigrants choose to live in Hong Kong, political difference with the 

Chinese Government is certainly not one of them, 


Many already are holding "plush jobs" (by China's standards) and are generally 
equated with the rising privileged class. In Hong Kong, for those who arrive 
with exit permits given by the Chinese authorities, it is conservatively esti- 
mated that thousands have secured jobs in major China-finance-businesses and 
industries that are set up here. 


Others have found employment in local factories, many with close trade ties with 
their counterparts in China. 


One well-informed China watcher told THE STANDARD that the trend in the past of 
literally ejecting undesirables, political or otherwise, through emigration has 
changed. As an example, they cited the attitude of «vr ain Fujian officials 
who have openly favoured eucated and skilled wrke,s in processing applica- 
tiors for migration to Hong Kong. 


CSO: 4020/189 - END - 
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